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For the Business Man 


THE FIFTH COLUMN IS HERE 
GEORGE BRITT 
Wilfred Funk $1.00 


Here are the more important facts on the 
location, organization, members, and plan of 
the Fifth Columnists, who now number a mil- 
lion and Occupy strategic positions in the United 
States. 
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REAL DANGER IN OUR GOLD 
HARRY SCHERMAN 
Simon & Schuster $1.00 


The fear that Germany’s foreign barter sys- 
tem will render our gold useless is more propa- 
ganda than fact, since first they must subjugate 
us to make their ‘‘new international order’’ 
work. The real danger is government monopoly 
and ownership of all gold, which offers an easy 
way to wipe out the rising government debt 
and so bring about inflation. 
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WHY ENGLAND SLEPT 
JOHN F. KENNEDY 
Wilfred Funk $2.00 


Since the leaders of democratic countries 
carry out the wishes of their electorate, Mr. 
Kennedy excuses the British cabinet of entire 
blame and gives the reasons for England’s lack 
of preparedness and inability to fight at the time 
of the Munich Pact. A clear and well presented 
account of Britain’s slow and gradual awaken- 
ing to the necessity of rearmament 3 new 
theories of warfare. f 
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CAPITALISM THE CREATOR 
CARL SNYDER 
Macmillan Co. $3.75 

The former statistician of the New York Fed- 
eral Reserve Bank comes to the defense of 
capitalism and the part it has played in man’s 
progress during the centuries. Also gives 
causes and means of avoiding depressions, 44 
charts give picture of ecOnomic progress over 


the past 150 years. 
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SECURITY ANALYSIS, 
PRINCIPLES AND TECHNIQUE 
BENJAMIN GRAHAM and DAVID DODD 
McGraw-Hill $5.00 

Since the publication of this book in 1934 
various laws and economic conditions have 
made a revision necessary. The work of a prac- 
tical analyst and Columbia professor, brings a 
larger number of illustration and statistical 
data into an already standard text on securities, 
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CANADA: AMERICA'S 


PROBLEM 
JOHN MAC CORMAC 
Viking Press $2.75 

With the increasing importance Canada is 
gradually attaining in the British Empire as 
a result of the present European conflict, the 
United States must now reconsider the Ameri- 
can policy as stated in the Monroe Doctrine. 
Political, economic, and national differences of 
the two neighbors are compared and analyzed. 
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IDLE MONEY, IDLE MEN 


STUART CHASE 
Harcourt, Brace $2.00 

A fresh approach to a better understanding 
of the new economic order which has closed in 
on us since 1929. Mr. Chase unravels and 
simplifies the complex factors which have been 
at work—the implications of idle capital and 
workers, old age pensions, saturated markets, 
falling population curves, etc. This study pro- 
vides the present generation with a more realis- 
tic picture of the facts rather than a rehash 
of the old formulas. 

>>e«« 


These books may be ordered from The 
Magazine of Wall Street book department. 
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OR over 32 years, the exacting requirements 

of our subscribers have helped to shape 
and develop The Magazine of Wall Street to its 
present high state of compact effectiveness. It 
covers the whole field of business, industry, 
finance and investments. Combined, the many 
features and departments in every issue offer a 
sound “working plan” for gearing your own 
investment and business decisions to today’s 
new requirements—a complete investment and 


business advisory service geared to the times. 


Subscribers in many different fields have dis- 
covered they read about an important trend or 
development vitally affecting their interests 
first in the pages of The Magazine of Wall Street 
—often weeks before it was noted in any other 
publication. 


By using the coupon below you secure three 
features which supplement each other to give 
you the invaluable continuing guidance, essen- 
tial to investors. 
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Positivel Y In disya ensable Now — 


... writes E. J. M., St. Louis, Mo.—lI find your Magazine 
and related services positively indispensable, especially 
during these uncertain times. Your publication is one in- 
vestment | am sure to derive great dividends from, and 
very willingly send you my renewal. 


(J Enclosed find my remittance of $7.50 for which enter my subscription to The 
Magazine of Wall Street for one year—including the Latest Copy of your new 
“POCKET STATISTICIAN” and Continuous Inquiry Privileges for one year. 
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A Year's Subscription Now Includes .. . 


1—26 Issues of The Magazine of 
Wall Street: Coming to you fortnightly . . . the complete 


business, stock market, political and foreign 
panorama—forecasts of the trends of finance and securities . . . appraisals 
of earnings, profits and dividends of principal companies in the chief 
branches of industry . . . detailed analyses of leading industries . . . trends 
of money and commodities—and specific recommendations of securities offer- 
ing the greatest protection and profit. 


2 C. e + © e 
—Continuous Inquiry Privileges: 
An invaluable service . . . which will keep you abreast of today’s quick 
changes in security values. As a Magazine subscriber, our Personal Service 
Department will send you confidential advices on listed securities you now 
hold or contemplate buying. You are privileged to direct inquiries to us 
= many as 3 listed securities at a time during the life of your sub- 
scription. 


3—Latest Copy of Our New Pocket 

2 22 2 With facts at a glance . . . terse, accurate analy- 
Statistician: sis and conclusions on all leading listed common 
and preferred stocks, THE POCKET STATISTICIAN will prove a handy 
dependable means of gauging your investment moves. THE POCKET STA- 
TISTICIAN is new in form and content . . . 96 pages in pocket-size... 


each company analyzed under 26 separate headings . . . facts and figures 
revised monthly as changes take place. 
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With Th\e Editors 





38 conts on the dollar 


Tue only sure thing about this 
tax bill recently signed by the Presi- 
dent is that it is going to be changed. 
But it is almost as certain that the 
changes will be in the direction of 
stiffening it, and that the thoughts 
we want to outline here will be at 
least as applicable after the next 
session of Congress gets through 
with the tax subject. 

Let’s nominate and elect ourselves 
(since it is the season) the presi- 
dent of a large, prosperous corpora- 
tion. We have certain income and 
certain expenses. Naturally, we try 
to get. the most for the money we 
spend. One headache is the income 
tax, the normal rate now 24 per cent 
and that on excess profits over $500,- 
000 a flat 50 per cent. In other 
words, after our earnings get above 
a certain level we pay first 24 cents 


out of every dollar in normal tax 
and then half of the remainder or 
38 cents as excess profits tax. The 
38 cents left to us we can use to pay 
dividends, put into surplus, or spend 
in other ways. 

Now we know that some expenses 
which reduce tax obligations are to 
a great extent investments. The 
money goes out for research, but it 
will come back later in the form of 
increased earnings. More spent on 
advertising reduces this year’s net 
income, but it builds an asset on 
which we will cash in later. 

For 38 cents we can buy a dollar’s 
worth of investment in future return, 
because if we didn’t spend that dol- 
lar we would be allowed to keep 
only 38 cents of it. 

Is this fair and ethical, as well as 
legal? Without the slightest doubt. 


Not only does it spread our money 
around in places where it will be im- 
mediately taxed by the Government, 
but it also builds our company up 
for a bigger tax bill two or three 
years from now. 

As a matter of fact, the tax col- 
lector is responsible for a greater 
share of this country’s growth than 
most of us realize. He makes us 
scratch harder to squeeze out a 
profit; we improve machinery and 
methods, insist upon greater effi- 
ciency because of him. Frequently, 
as now, we find that the only way 
to keep him in his place is to get 
busy and take a logical and forward- 
looking course of action. 

Taxes are like mosquitos; you 
‘an’t be thankful for them, but you 
may as well see their good possibili- 
ties when there are any. 





* * * IN THE NEXT 


TAXES STALK THIRD QUARTER 
EARNINGS 


By J. S. Williams 


Current reports are giving the first prac- 
tical interpretation of the new tax bill. 
They point the trend of earnings and 
dividends for this whole era Of war prep- 
aration. Mr. Williams takes the im- 
portant individual companies, dissects 
their figures and looks for the implica- 
tions of what the immediate future will 
bring to business. 


issu 


JAPANESE AMBITIONS AND 
ECONOMIC LIMITATIONS 
By V. L. Horoth 


Japan is impelled toward an open break 
with the United States and England by 
her ambitions, deterred by the weak: 
nesses in her economy. The facts of her 
dependence on the outside world, includ- 
ing the United States, will far outweigh 
the diplomatic moves that interest the 
newspapers. This article examines the 
controlling factors and avoids the emo- 
tional side of the controversy. 


& *% © *& 


REVERSE RECOVERY 


Durable Goods Leadership and the New 
Industrial America It Is Creating 


By John D. C. Weldon 


Out of its usual tail-end place, heavy 
industry takes the lead in this business 
recovery. Will it be more lasting for 
that reason? Is there danger of lop- 
sidedness in the other direction, leaving 
consumers’ goods behind? In any event, 
will the new trend rejuvenate U. S. 
economy? A significant and unusually 
timely line af thinking. 
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Courtesy Boeing Airplane Co. 


Freight trains, trucks and stream-liners hasten the pace of industrial pro} 
duction, while 20,000 feet above them passengers learn to distinguish 
cumulus clouds from nimbus. Speed is the key to defense and recovery;| 


it determines military strategy in Europe and it faces America with} \ 





"'The Coming Boom in Transportation," (see page 85). 
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The Trend of Events 


ONE MILLION JOCS... Between August and Septem- 
ber there was a gain of more than 600,000 in non-agri- 
cultural employment, according to reports of the United 
States Department of Labor. In the preceding month 
there had been an increase of 400,000. Thus, in the 
brief space of two months, defense activity directly and 
indirectly created more than 1,000,000 jobs. 

Stating that “the back of the unemployment program 
is being broken by the defense program,” Secretary of 
Labor Perkins predicts that appropriation bills already 
passed by Congress will create from 5,000,000 to 6,000,- 
000 more jobs. 

“This shows,” Miss Perkins adds, “more than anything 
else that the defense program is in operation. There will 
not have to be much more of this before the unemploy- 
ment problem is solved. This activity itself generates 
more activity.” 

The Seeretary’s report, of course, is factually correct. 
But thoughtful citizens—Democrats and Republicans— 
can not regard this method of creating jobs as an un- 
mixed blessing. We all know that very large expendi- 
tures for armaments are necessary and unavoidable. But 
we also know that a vast national defense establishment 
will not permanently solve the unemployment problem 
unless it is permanently maintained. We know that 


‘ 


expenditures on the present scale can not be indefinitely 
financed on borrowed funds and that if financed by taxa- 
tion the result would not remotely resemble prosperity. 

In so uncertain a world no Government can make 
detailed plans for the longer future, but in broad prin- 
ciple there is every reason why we should give considered 
attention to planning not only for armaments and _ pos- 
sible war but also for the ultimate peace. No matter how 
the war ends, it will leave us with a major economic 
There is no reason to suppose that private 
enterprise can solve that problem. The Government 
will have to intervene, as it is intervening now. That 
is why it should finance the present spending in greater 
degree out of taxation and borrowing of actual savings, 
leaving potentiality of further bank credit inflation as 
an ace in the hole for the future. 


problem. 


PRIORITIES FOR DEFENSE... There is real danger, 
now that contracts for the bulk of the national defense 
appropriations have been cleared, that the first letdown 
is at hand, that we have reached the point of settling 
back and taking progress from here on for granted. After 
the excitement and the big effort of getting started, 
industry’s capable hands calmly take over; tanks and 
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planes begin rolling off the assembly lines—that is the 
sort of relaxation to be guarded against with all the vigi- 
lance of which we are capable.. 

As Charles J. Stilwell, president of Warner & Swasey 
Co., says in Iron Age: “Those who assume that by 
simply appropriating billions we have taken care of this 
problem are indulging in a day dream. In the first place, 
money does not mean defense until it has been turned 
into military supplies, equipment and training. In the 
second place, appropriations thus far voted will cover 
only a fraction of the cost of military preparedness on 
a scale comparable to that of England or Germany... . 
Speed today lies not in hasty and expensive production 
of a handful of tanks, guns and planes, but in careful 
and thorough planning and preparation for enormous 
mass production beginning in 1941 and increasing, very 
likely, for several years thereafter. . . . It seems to me 
very doubtful that the United States can build up 
maximum defense production and at,the same time con- 
tinue its present volume of production of normal peace 
time products.” 

“Playtime is over,” says Mr. Stilwell. “We've got a 
job on our hands.” And recognition of just how big a 
job it is comes nearer as the President appoints Donald 
Nelson to take charge of priorities which will assure the 
flow of parts and raw materials to the makers of defense 
equipment. The trend in this direction can not be mis- 
taken, although how far it will have progressed three or 
six months hence is hard to say. What we do know and 
may as well accept now is that the job is too big and too 
urgent for peace-time methods. To quote Mr. Stilwell 
again, “We are all of us going to have to work harder 
over the next few years. We may have to work longer 
hours, and certainly we will have to develop and main- 
tain a working morale which will keep us at top 
efficiency.” 


THE INVENTORY THREAT... Judging from studies 
of the National Industrial Conference Board, manu- 
facturers’ inventories have risen for five consecutive 
months. This trend is corroborated and brought up to 
date by the persistent gains in commercial loans, both 
for New York City and for the country as a whole, which 
have reached a three-year high. The question now is 
whether industry has let itself in for another stinging 
like the severe one of 1937 or the mild one of less than 
a year ago. Purchasing agents seem fairly sure of their 
ground and are reporting a growing willingness to buy 
ahead, but they are the ones against whom the former 
mistakes are charged. 

The health of such a stocking up process depends pri- 
marily upon the factors that induce it. A year ago il 
was fear that prices would soar out of reach; in a sense 
it was speculation, although one might prefer to call 
it hedging. Three years ago it was assurance that busi- 
ness volume would hold up or increase. Today the 
planned requirements of the defense program make up 
the force which brings manufacturers into the buying 
ring to secure essential supplies before Government needs 


, getting back to work. 


and priority regulations interfere. Unless one doubts 
the carrying through of the armament plan, the underly. 
ing inducement to buy here seems less likely than the 
other two to disappear suddenly. Furthermore, the 
refusal of department stores to join in the forward pur. 
chasing is a good sign. Heavy inventories of finished 
goods are usually more threatening in the business pic. 
ture than large stocks of raw materials or semi-finished 
goods. Taken as a broad and fairly gradual movement, 
the forward buying that has been going on seems justi- 
fied by conditions. While it can not be expected to con- 
tinue indefinitely it will not necessarily bring at its heels 
the dreaded reaction. 


TRANSITORY EXPORT GAINS .... Future historians 
will be able to accuse the United States of a completely 
materialistic attitude toward this war. It happens that 
our sympathies lie with our best customers; the trend 
in exports is so pronounced that the British Empire is 
coming to represent our vital and almost sole stake in 
world trade. Latest figures show that a sizeable dip oc- 
curred in September, but England and Canada are still 
forced by their war needs to draw enough from the U.S. 
storehouse to offset the complete isolation of continental 
Kurope from normal trade. 

To say that exports have been 37% higher than a 
vear ago is thus far short of describing the picture. 
Among the customers lost in that period have been the 
Netherlands, Belgium, France, Germany, Denmark, 
Norway, Sweden, Italy, Switzerland and Poland. Of 
the sales we are still able to make to the rest of the 
world, more than two-fifths have come to lie in_ the 
category of war materials. It is business that cannot 
under any circumstances be lasting. 

The fact is that while Germany fights starvation, Eng- 
land must fear bankruptcy. The terrific pace of her 
current buying, even allowing for the use of the En- 
pire’s gold production, is eating into the assets that would 
otherwise permit Britain to continue a good customer 
after the war. The greater her share of our export busi- 
ness in these months, the surer the drop when her 
exigency is over. Any satisfaction with what the war 
has brought us in the way of foreign trade gains is un- 
fortunate, because it will prevent us from preparing for 
the changes peace will bring. 


EDITOR'S NOTE... This Mayazine’s Washington cor- 
respondent two weeks ago outlined “Government Policy 
After Election” and discussed the improvements he be- 
heved would result from a Willkie victory. Now—on 
page 74—Charles Benedict gives the other side of the 
case, the reasons why he as a business man prefers Roose- 
velt. Because we believe that readers of all opinions will 
find the issue joined directly and fairly in Mr. Benedict's 
letter, we are glad to present it as part of the process 
we Americans go through every four years—the pro- 
cess of fighting it out and then shaking hands and 
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BY CHARLES BENEDICT 


BOMBSHELL BEFORE ELECTION? 


‘Lo Nazis are trying by hook or crook to sew ap deals 
that will give them complete control of the remaining 
Mediterranean states before election. The necessity for 
speed must be very great for Hitler to go traveling about 
Europe instead of commanding his victims into “the 


presence.” It is a clear sign of weakness that Der 


Fuehrer goes seeking among the impotent nations in 
Europe for allies with which to impress the United 
States regarding the security of his position on the con- 
tinent. 

The Nazis are 
thither—in an attempt to produce tangible proof that 
they are going to win this war and that England is going 
to be defeated. By a grotesque and pitiful semblance of 
unity with their victims, they hope to prove that the 
present policy of aid to Britain in Europe and Asia as 
a first line of defense for the United States is a fallacious 
policy. 

At the same time they are appealing to our taxpayers 
with the old, familiar whispering campaign in an attempt 
to depreciate our strong defense program with the re- 
sultant heavy taxation. They suggest instead as an aid 
to industry and employment. a commer- 
cal agreement with totalitarian con- 
trolled Europe as a more realistic policy 
in an attempt to get us to pull their 
chestnuts out of the fire caused by the 
British blockade, and leave us helpless 
and defenseless against their machina- 
tions. 


scurrying around—moving hither and 


We must remember that every move 
Hitler and Mussolini make today is not 
the result of the careful, thought-out 
planning as it was in the beginning. 
Hitler expected England would fall to 
the Nazis by July or August of this 


year. Believing in this certainty, Mus- 
solini_ prematurely embarked on the 


campaign of Egypt which was stalled be- 
cause it was not properly timed. 

I] Duce’s attack on Greece at this time 
does not mean that the Nazis believe 
they can win, but they are trying to 
forestall the British occupation of the 
Greek Islands in the Aegean which 
would prevent Axis troops and supplies 
from reaching Africa. 
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Wide World Photo 


The Suez Canal still remains firmly in British hands and more than an Axis 
“bluffkrieg" in Egypt will be required to take it. 


I would say that Hitler’s position today is far weaker 
than that of Napoleon just before he began to disin- 
tegrate. He has no real friends. 

In the final analysis it is not force of arms—but the 

spirit and soul of a people that win victories. And the 
bitter cries of men and women—and the tears of orphans 
are pursuing Hitler in his devious plans. 
Up to now, I have read about the curse of gold with 
my tongue in my cheek. But what has taken place 
abroad for the first time makes me realize the unbalanc- 
ing effect great wealth and power has on the individual, 
for the urge to hang on unwisely has eventually brought 
Compromise and ap- 
peasement merely postpone the day. Cowards always 
lose the battle they are finally forced to fight. 

With each cheap victory, the sadistic activities of the 
Nazis grow apace. They act with the cunning of mad- 
men luring their victims with flattery and_ glittering 
promises. While at the same time, contemptuous of their 
eullibility, they are planning to destroy them. It is 
inconceivable that the violent, corrupting influence of 
these degenerates should suc- (Please turn to page 120) 





even greater disaster and death. 
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Market Outlook Now 


We doubt that the industrial average will move above 


135 or below 130 until after the election. 


Direction 


of the break-out is not subject to reasoned forecast 


at present. 


BY A. 7. 


aca most of last week demand for steel 
shares and for numerous preferred stocks gave the mar- 
ket an appearance of strength as one looked at the tape, 
but the broader picture given by charts of the averages 
is one of indecisive fluctuation within an extremely nar- 
row trading range. 

Our weekly index of 309 issues advanced 7/10 of 1 
point, while the normally volatile Dow-Jones industrial 
average was up 8 cents on the week. The range of the 
latter average, in terms of closing prices, was only 1.03 
points. As this is written both the industrial and rail 
averages have been “making a line” for about two and 
one-half weeks. 

As is not surprising, the varying effects of the arma- 
ment activity and the diverse effects of higher taxes are 
making for increased divergence of trends among indi- 
vidual securities. Common stocks of companies hit hard 
by the new taxes and getting little direct benefit from 
the armament boom are obviously on the defensive. 
Many such issues, chiefly found among “stable income” 
equities, are now closer to the year’s lows than to former 
highs. Two prominent victims which recently made new 
lows for the year are General Foods and Corn Products. 

On the other hand, the number of issues which have 
made new highs for the year—especially if preferred 
stocks be included—substantially exceeds those making 
new lows. Equities in this class include Savage Arms, 
Simonds Saw & Steel, Budd Wheel, Alpha Portland 
Cement, White Motor, Bohn Aluminum, Newmont Min- 
ing, A. O. Smith and United Engineering & Foundry. 

As regards general market trend, the two most impos- 
ing arguments for the bull side are as follows, one basic 
and the other technical: 

A boom level of business volume is assured by the de- 
fense program and, despite sharply higher taxes, a ma- 
jority of corporations will experience substantial net gain 
in earnings available for shareholders. 

Since the average market lows were made in late 
spring, a recovery trend has been maintained for four 
and one-half months. That would be an exceptionally 
long rally, under the circumstances, if this were a bear 
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Substantial liquidity is recommended. 


MILLER 


market as Dow theory followers assume it to be. 

On the other side of the picture the grave uncertainties 
affecting common stock values and restraining longer 
range investment demand are the following: 

No one can predict the course of the war or its ulti- 
mate outcome. 

The possibility that the United States may become 
directly involved in hostilities can not be entirely dis- 
missed from mind. 

While intense armament activity is guaranteed, there 
is a possibility, if not probability, that taxes will be still 
further raised early in the first session of the new Con- 
gress. There is also a possibility, if not probability, of 
increasing disruption of our civilian economy. 

The net effect of these uncertainties is to enforce rela- 
tively low price-earnings ratios for common stocks and 
to influence investors against reaching for stocks above 
present levels, especially as allowance must be made 
for liquidation of British-owned stocks if prices rise. 

For our own part, we do not feel that the normal 
terminology of bull and bear trends fits the kind of news- 
dominated markets we have had, not only since the war 
started but also throughout the preceding long period 
of recurrent, acute war scares. A news break puts the 
market sharply down, as in March, 1939, and May of 
this year; or sharply up, as for ten or twelve sessions fol- 
lowing start of the war. In between decisive news 
events, weeks of irregular recovery follow a bad break; 
weeks of indecisive trading range fluctuation follow a 
rise. In our view, this is still a market highly sensitive 
to events outside of the normal realm of economics and 
finance. It certainly is not a bull market in the sense 
that it is closely geared to a rising trend of business vol- 
ume and earnings as was the case from late 1934 to the 
spring of 1937. 

The election of Nov. 5 is, of course, the next big news 
event in the domestic picture. Some people think it will be 
a big market event. We do not feel so sure about this. 
If near term events do not importantly change the pres- 
ent indicated division of public opinion, it is obvious that 
the election of Willkie would present much more of a sur- 
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prise element than the re-election of Roosevelt. From 
this it can be logically reasoned that election of Willkie 
ought to rally the market more than re-election of 
Roosevelt ought to put it down. The actual result, 
however, will depend in major degree upon the technical 
getting at the time, as well as upon the unpredictable 
character of the war news. 

In the great majority of past Presidential election 
years, the trend of the averages has been up in the pe- 
riod just before election, followed by post-election pause 
orreaction. But in most such elections the outcome has 
been a foregone conclusion to informed traders and in- 
vestors for a month or more prior to election; whereas 
the present evidence suggests the closest division of pop- 


ular vote since the Hughes-Wilson campaign of 1916, 
with the polls showing a notably close balance in such 
populous northern states as New York. Pennsylvania, 
Illinois and Ohio. 


It is not our function to advise on campaign bets, 


which are, of course, straight gambles. Yet to base 
stock market operations on the election is also a gamble. 
rather than a reasoned speculation or investment. Ex- 
cepting as regards the minority of individuals who are 
dependent upon regular investment income, we think 
this is a good time to keep a conservative proportion of 
capital funds liquid. We believe few equities offer solid 
promise of major appreciation at present. 
— Monday, October 28. 
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CHARLES BENEDICT 


90 BROAD ST., NEW YORK, N. Y. 


October 28, 1940, 


WHY | CAN'T VOTE FOR WENDELL WILLKIE 


Dear Morey: — 


You say that you are surprised and disappointed that I am not for Willkie—that as a business 
executive I ought to be. Yet, it is because I am a business executive that I cannot possibly bring myself to 
vote for Wendell Willkie. 


In my opinion, the post of President of the United States should be filled by the most expe- 
rienced—the ablest man we can possibly find. We cannot afford to take chances in these critical days with 
the world in the convulsion of a major crisis. 


For businessmen the choice is limited to either one of two individuals—Franklin D. Roosevelt 
or Wendell Willkie. It resolves itself therefore to the question of weighing the qualifications of the two can- 
didates: 


The President has had 22 vears of Mr. Willkie has never held 
experience in Government. public office. 

The President has had a_ broad Mr. Willkie has had no experience 
background of foreign relations. whatever in foreign affairs. 


You must agree that any businessman making the choice between two applicants for an 
important post requiring this experience would just naturally select President Roosevelt. But we have more 
than that to go by in gauging the two candidates. 


President Roosevelt is a known quantity. We are familiar with his habits of thought, aims, 
ideas—with his strength of character and with his weak nesses. Mr. Willkie, on the other hand, is an unknown 
quantity to a greater extent today than when he was first nominated. 





To begin with, we had to accept Mr.Willkie on faith—and on qualifications that rested mainly 
on his capacity as business executive of a large corporation. His early speeches destroyed any confidence we 
may have had that he is of the calibre equal to the task of being President of the United States in these difficult 
days. Let us not forget that from the time of his Illinois speech when he accused the President of “having 
telephoned Hitler and asked him to sell Czechoslovakia down the river’—and through the various other blun- 
dering remarks in the addresses that followed——that we were able to take the measure of the man—for it was 
Mr. Willkie himself who was talking. His rash, unsupported statements (which he was subsequently obliged 
to retract) and lack of finesse in the other situations—made it clear that he was unprepared for the high 
office of President. 


His speeches since have been a mixture of contradiction, acceptance and criticism of the present 
Administration’s policies—both domestic and foreign, which leaves much to be desired. His promises to labor 
and industry alike we, as businessmen, know are impossible of fulfillment. 


Nor does Mr. Willkie’s second hand knowledge of foreign affairs qualify him as a sound critic 
of the foreign policy of the present Administration. 


Mr. Willkie’s qualifications for the Presidency cannot compare with that of former Governor 
Alfred E. Smith. Yet in 1928 Chief Justice Hughes in opposing the election of Governor Smith to the Presi- 
deney (in normal times) said:— 


“In the range of his activities he has hardly touched the important difficulties which he would 
have to face as President. I do not think he knows much about them. 


“He will have to be content with what he is told, without being able to bring a sound critical 
faculty, nurtured by study and experience, to the examination of these problems. This may suit many who 
will not understand the differences. But it is not the leadership to which the country is entitled. Why should 
we be content with it if we can have a better leadership? 
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“Qualifications for our highest office are not produced overnight. They are the slow growth of 
years of observation, of study, of reflection, of contact with practical affairs.” 


In my opinion, this statement by the present Chief Justice fits candidate Willkie perfectly. 
Alfred E. Smith had been a capable Government official—Mr. Willkie has never been one. 


As for the famous third term issue—I list below the distinguished Republicans who advocated 
a third term for President Coolidge: Charles Evans Hughes, present Chief Justice of the United States, William 
Howard Taft, former President and former Chief Justice, Herbert Hoover, former President, Andrew Mellon, 
the “greatest Secretary of the Treasury since Hamilton,” Senator Charles McNary, Vice-Presidential nominee 
of the Republican Party, who voted against a Senate resolution condemning a third term for any man; Henry 
Ford, the industrialist, among others. 





This, I believe, disposes of the validity of the third term issue in this campaign. 
Now let us take up issues of particular interest to businessmen: 


The oft repeated claim that Mr. Willkie will get the cooperation of business and the President 
will not, is in my opinion, a libel on business—a scandalous suggestion that businessmen are engaged in sabo- 
taging the efforts of this Administration. If this were true it would cut the ground from under any accusation 
that the Administration is delinquent and is slowing up the defense program. This is in line with the argument 
that Mr. Willkie can replace the present Defense Board, headed by Knudsen and Stettinius, with better and 
more capable businessmen. 


As a matter of fact, I believe that the present Defense Board cannot be excelled, and from my 
own knowledge I know of a number of corporations who have cooperated in every way with this Administra- 
tion since Roosevelt was first elected, among which are: Westinghouse Electric, General Electric, U. 5. Steel, 
ete. While du Pont’s Tennessee Powder plant at Medford has been finished three months ahead of schedule—New 
York Shipbuilding’s launchings as of the Spring of 1941 are coming off the runways now—six months ahead of 
schedule. And I have first hand knowledge that the President has leaned backward in cooperating with the 
Defense Board for the purpose of speeding the defense program. Regardless of who is elected, the Defense 
Board will always be subject to the requirements of the Army and Navy—just as it is under this Administration. 


I have no patience whatever with the statement that the Republicans will be able to balance 
the budget in four years—or even to make some definite progress toward it. I do not believe this is possible 
under either candidate in view of world conditions and the huge amount of money to be spent on the defense 
program. 

As far as cutting down government expenses is concerned, I do not believe that is at all pos- 
sible nor is it likely, if as Willkie says, he is going to maintain present existing agencies necessary to perpetuate 
the reforms he condones like Social Security, Wages and Hours, among others—and with the many demands 
on him by Republicans who have been out of office for many years. 


With regard to unemployment,—it must be evident that the tremendous increase in business 
activity will bring about greatly reduced unemployment no matter who is elected. 





Mr. Willkie says he believes in business regulation—and yet he calls for the return of free enter- 
prise of the twenties and the abuses which made regulation necessary. Where is he going to draw the line? 


And finally—we have to consider Mr. Willkie in relation to the all important foreign situation. 
In this connection it is imperative for Americans to know by whom Mr. Willkie (unfamiliar with foreign affairs 
himself) is going to be guided. Who he is going to select as Secretary of State to replace the very able and 
respected Cordell Hull? If it is true that isolationist Senator Arthur Vandenberg is to be made Secretary of 
State and Hamilton Fish to become head of the Foreign Relations Committee if Mr. Willkie is elected—then 
I would hate to wake up and greet the sun the morning that that happens. In my opinion, the chaos that 
would result in our foreign affairs would bring irreparable damage to the economic and financial position of the 
United States. All our efforts to keep the war away from our shores would come to naught. The possibility 
of solidarity in this hemisphere would disappear. 

It must be clear to every thinking individual that in the world revolution through which we are 
passing, the United States cannot permit a change in the direction of its foreign policy without bringing confu- 
sion and uncertainty which would seriously affect our defense plans as well as undermine our position in rela- 
tion to Europe and Asia. 

Analysis shows that many of the charges levelled against Mr. Roosevelt are purely emotional: 


The Indispensable Man: In spite of the implications of “indispensable man’”—you must agree 
that actually our choice is limited to either one of two candidates—Roosevelt or Willkie. It becomes there- 
fore merely a question of who is best qualified. (Please turn to page 117) 

. 
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Charles Phelps Cushing Photo. 


i HE National Defense Commission has cleared arma- 
ment contracts for the Army and Navy of approximately 
$9 billion, but a large part of these contracts have been 


awarded to government owned arsenals and to the 
W.P.A. Another large part represents grants to private 
companies to build and equip munitions plants which 
will be owned by the government. Many of the defense 
contracts awarded to private corporations are only gen- 
eral agreements for the firms to accept the business, and 
details of actual prices and terms of delivery are yet to 
be worked out. 

How large are these contracts in relation to the normal 
non-military business of the companies which have re- 
ceived them, how long will it take to complete them, and 
how soon will profits from these contracts appear in the 
reported earnings of these companies? The aircraft com- 
panies have received some of the largest contracts. The 
orders are several times as large as 1939 sales, and in 
most cases will be delivered over a two-year period. 
Douglas Aircraft, for example, has been awarded con- 
tracts totaling $209 million, or seven times the amount 
of its sales in 1939. These planes are to be delivered 
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steadily throughout 1941 and the early part of 1942 
Curtiss-Wright has received orders of $218 million, some 
of which will be delivered before the end of the year, but 
most of which will be reflected in sales throughout 1941 
Boeing has received a $70 million order for “flying fort: 
resses” to be delivered by February, 1942, as well as $68 
million in orders for lighter planes for earlier delivery 
Since these orders are twelve times as large as 1939 sales. 
Boeing can not fill them without increasing its plant 
capacity. For this purpose the Army has given the con- 
pany $11 million. Boeing’s sales should start to rise in- 
mediately and accelerate throughout next year, with the 
excess profits tax being the only important limitation on 
1941 earnings. 

The textile companies, like aircraft, will also reflect 
large defense orders in their sales and earnings imme 
diately. American Woolen, for example, has been awarded 
contracts for blankets and woolen cloths totaling $2! 
million, or about one-third 1939 sales. A large part o! 
these orders will appear in fourth quarter earnings thi: 
year, and most of the rest will come in the first quarte! 
of next vear. As a result of these orders the Mascoma 
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— Timing Armament Profits 


What Mounting National 


Defense Orders Mean 


to Leading Companies 


By CLINTON DAVIDSON, JR. 


mill, which has been shut down for two years, will re- 
open and produce blankets on two shifts a day for the 
Army next January. 

Large orders for trucks have been placed and can also 
be filled in a comparatively short time. Yellow Truck & 
Coach has been awarded contracts for $29 million, half 
of which will be sold in the fourth quarter of 1940, and 
the other half in the first quarter of 1941. Sales of trucks 
by this company to the Army during this six-month pe- 
riod will equal about half the full year sales in 1939. 
Diamond T also is scheduled to deliver a large truck 
order to the Army this quarter, but it also recently re- 
ceived a still larger contract for armored cars which will 
be reflected in earnings chiefly in the latter part of next 
year. Total defense orders for this company are $19 mil- 
lion, compared with 1939 sales of $10 million. 

Chrysler also received large truck orders for delivery 
next January, but more important is the $33,500,000 for 
25-ton tanks. A grant has been made by the Army for a 
new plant in which to manufacture these tanks, and the 
plant is expected to be ready late next fall. The major 
rise in earnings will come in the first half of 1942, but 
even then armament business will be small in relation to 
Chrysler’s normal sales of automobiles. 

American Car & Foundry, on the other hand, is already 
benefiting from the sale of light tanks. Its orders total 
$67 million, of which $12 million is to be completed by 
April, 1941. Tank deliveries will swell sales at an accel- 
erating pace next year and will look large in relation to 
sales of $36 million during the fiscal year ended last April. 

White Motor will also begin to show earnings soon on 
its contracts for scout cars amounting to $45 million, of 
which $5.5 million are to be delivered by June. The bulk 
of these defense profits, however, will come in the second 
half of 1941. Autocar also has contracts, mostly for ar- 
mored cars, aggregating $17 million, but they will be 
reflected in earnings late in 1941 and early in 1942. While 
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defense contracts for both of these companies are almost 
twice as large as 1939 sales, it should be remembered that 
these companies have not had recent experience in mak- 
ing armored cars and profits on this business are accord- 
ingly hard to calculate. 

Both Hercules Powder and Atlas Powder have been 
awarded ammunition contracts larger than their 1939 
sales. New plants are being built to take care of these 
orders and they should be ready by late spring or early 
summer, at which time sales should rise rapidly. 

Continental Motors has received orders for airplanes 
and automotive motors aggregating $29 million, or four 
times 1939 sales. While some of the airplane engines are 
being delivered now, the bulk of these orders will affect 
sales and earnings in the second half of next year and the 
first half of 1942. Packard has just started to build the 
plant in which it is to manufacture 3,000 Rolls Royce 
airplane engines for the Army and 6,000 for England, be- 
ginning next summer. The sales to the U. S. Army will 
approximate this company’s 1939 automobile sales of 
$63 million. 


Ship Orders High 


The largest national defense contract awards shown in 
the accompanying table are for ships. While most of the 
shipbuilding contracts are large in relation to the recent 
sales of the shipbuilding companies, it must be borne in 
mind that sales and earnngs from naval construction will 
be spread over a three or four-year period. It takes eight- 
een months to build a destroyer that costs about $5 
million and three years to build a cruiser priced at $12 
million. Aircraft carriers also require three years to build 
and cost about $30 million. 

Bethlehem Steel has secured the largest portion of this 
business, with contracts estimated to total over $400 
million. In order to have the capacity to build four air- 
craft carriers, ten cruisers, and thirty-four destroyers, 
Bethlehem has received a grant of $53 million for ex- 
pansion of shipyards. Although none of these ships will 
be delivered until 1942, and the biggest deliveries won't 
come until 1943, it is customary for shipbuilding com- 
panies to receive part payment for work in progress, and 
earnings will begin to reflect this progress early next year 
and in a large degree by next summer. These earnings, 
however, will probably average only one-fourth the earn- 
ings from Bethlehem’s regular steel business. 

U. S. Steel has similar shipbuilding contract awards 
through its subsidiary, Federal Shipbuilding & Dry Dock. 
Its earnings will be affected in the same manner as Beth- 
lehem’s, but to an even smaller degree, as is shown in the 
table. Bath Iron Works, however, should enjoy a sizable 
earnings increase from its $65 million orders for de- 
stroyers during the next three years, compared to sales 
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of $15 million in 1939. Both this company and U. S. Steel 
have been granted large sums to meet the cost of adding 
to shipbuilding facilities. 

Electric Boat will continue to benefit from numerous 
submarine orders and has recently received contracts for 
torpedo boats. In August three submarines were ordered 
for delivery in February, March and May, 1942. Last 
September 25 more were ordered, but the actual prices 
and delivery dates have not yet been set. Sales for this 
company during the next three years will be greater than 
its present capacity, and consequently government funds 
are being used to expand capacity in this case, too. 

General Motors has been awarded some of the con- 
tracts for the propelling machinery for these submarines, 
aggregating $20 million, but the delivery dates have not 
yet been set. This company has also sold about $10 mil- 
lion of trucks which are now being delivered to the Army. 
It is building a $20 million machine gun plant in which 
it will manufacture $61 million of machine guns late next 
year. Large as these and other defense contract awards 
are, however, they are insignificant compared to General 
Motors’ sales in 1939 of $1,377 million. 

Defense contracts will be a most important factor in 
the earnings of Baldwin Locomotive during the next two 
years, as shown in the table. Baldwin is expected to be 
ready to start production on a $39 million order for 
heavy tanks in about six months. Together with its sub- 
sidiary, Midvale, it is also working on about $16 million 
of big guns and equipment which will be delivered in the 
first half of 1942. It takes almost as long to build a big 
gun as to build a naval vessel, for one thousand drawings 
have to be made for the carriage, and the barrel requires 
many and long special heating treatments as well as dif- 
ficult machining. 


and earnings early next summer to an important degree, 
It also has orders for gun carriages totaling about % 
million, which will probably carry over into 1942. The 
other railroad equipment companies have not yet re. 
ceived large national defense orders compared to 
their normal sales, but they are working on British or. 
ders and are receiving subcontracts for castings and 
parts. 

Sperry Corporation will produce $35 million of search. 
lights, directors for anti-aircraft guns and other fire con- 
trol equipment, most of which will be delivered beginning 
with the summer of 1941 and up to the fall of 1942. Sales 
for 1939 were not reported, but they can be estimated 
roughly at three times the gross income shown in the 
table, or around $35 million. Sperry is also benefiting 
from large British orders. 

Budd Wheel is already busy producing shells, for which 
it has orders totaling $21 million, compared to auto acces. 
sory sales of $12 million in 1939. The shells will be de- 
livered over a two-year period beginning with January 
1941. 

Remington Arms has secured the largest contract 
awards for small arms ammunition, with total orders of 
$91 million, an amount five times as large as 1939 sales, 
This company’s capitalization is so heavy that sales and 
arnings per share of common stock will probably not 
look impressive. Savage Arms, on the other hand, has 
received contracts for only $27 million of small arms, but 
this amount is seven times as large as 1939 sales, and 
earnings per share of common stock are already high 
because of the unprecedented demand for sporting 
fire arms on the part of its non-military customers 
who fear production of them will have to be cur. 
tailed next year in order to provide sufficient plant 





American Locomotive likewise has a contract for heavy capacity for the government orders. While some 
tanks amounting to $32 million, which will get into sales of the present capacity is about to be used to 
Annual Sales and Defense Orders of Larger Contractors 
1939 Defense , 

Sales Contracts Period of 
($ million) ($ million) Type of Orders Delivery 
American Woolen 64.9 24 Wool textiles. . . 1940-41 
Douglas Aircraft. . . 27.9 209 Airplanes. .... 1941-42 
Curtiss-Wright. . . . 48.7 218 Airplanes. ...... 1941-42 
cess OE 11.8 138 PMPAMER ec eScrosoae 1941-42 
Yellow Truck........ 58.9 29 ee ae 1940-41 
Diamond T.......... ' 5 10.3 19 Trucks, ordnance....... aie 1940-41 
Hercules Powder..... - : 41 44 Ammunition............... .. Summer 1941-42 
Atlas Powder........ es ; 16.5 29 PNMINTININN, frc62 oie Fhe ee tee ase crercee ates Spring 1941-42 
Bethlehem Steel....... ; 414 430 MRE PIANO 6.5.0 Crecente oc replete .. Summer 1941-43 
United States Steel. . 6 : 904 200 ee ree ... Summer 1941-43 
Electric Boat... .. i 14.5 85 Submarines, boats .. Summer 1941-43 
Beth Iron Works....... : ee 15 65 Sy ER ree aa ee eect 1941-43 
American Car & Foundry 35.8 67 Tanks, munitions............... yas 1940-41 
Baldwin Locomotive....... 31.5 56 NIRS iio. o0o ios vpn cle saa 0s .... Summer 1941-42 
American Locomotive. . 22.4 38 Tanks, gun-cartiages................ .. Summer 1941-42 
SE CN ee aR 550 52 MR ccs cicresc totes wierd Gree ne waers seve 1941-42 
General Motors..... 1,377 93 Machine guns, submarine mach..............- .. Summer 1941-42 
Spery....... 11.1(a) 35 Miscellaneous equipment.................. Summer 1941-42 
White Motor. 23.5 45 Armored cars... .......... otts 1941-42 
Autocar...... SDMA ee tas FERRE a 11.9 17 Oe OS Roe et een ear re .. Summer 1941-42 
Continental Motors... .. “3 , ‘ : Seeis 7.3 29 ERGINGS «055 c:0ies05 5: rays .. Summer 1941-42 
Paeckard......... ES saab 63.4 63 Airplane motors........... Summer 1941-42 
Pettibone Mulliken... ... ch 2.8 4 Ren RAIMI IBID 202505, hay) oor us ote eee aa 1941-42 
Aetna Standard Engineering. 1.6 NNER ooo cu owree cbse bse. ores pais : 1941-42 
Savage Arms...... E Rae ' 4.1 27 Small arms....... aS Spring 1941-42 
Remington Arms............ 17.2 91 Small arms ammunition........................ 1941-42 
Budd Wheel.............. 11.5 21 Shells....... 1941-42 


(a)—Gross income. 
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make machine guns, the Army 
has also granted this company 
318 million for the equipping of 
anew machine gun plant, which 
should get into production in 
about six months if the machine 
tools can be secured on time. 
Sales in 1941 are certain to be 
very large in relation to the 
small common stock capitaliza- 
tion of Savage Arms, but earn- 
ings will be limited by the excess 
profits tax. 

While we have been primarily 
interested in the effect of the 
national defense program on the 
larger and better known com- 
panies, we must not overlook the 
fact that many small companies 
whose stocks are not traded ac- 
tively on security exchanges, 
have received orders that will 
keep them working at capacity 
for the first time in years. Aetna 
Standard Engineering, for exam- 
ple, has been awarded contracts 
tor gun carriages totaling $5 mil- 
tion, While 1939 sales were only 
$1.6 million. Most of these or- 
ders will not be completed until the second half of 1942, 
but in such cases it is considered good accounting prac- 
tice to take into sales and earnings parts of the con- 
tracts during various stages of the work, and the gov- 
emment pays the company on this basis. 

Pettibone Mulliken has contracts for $4 million of 
artillery material, which is about one-third larger than 
1939 sales. The National Pneumatic Co., of Rahway, 
N. J., received a $6 million order for big guns early in 
October, upon which delivery is to be completed two 
years from now. Other orders for guns and shells to be 
delivered next year bring total defense contracts up to 
$8 million. Payment on the gun orders will be spread 
fairly evenly over the two-year period, but no com- 
parison can be made with normal business because 
the company has not reported its sales for any year. 

The estimates that have been made as to when pro- 
duction will be started on orders for ships, guns, tanks, 
shells, artillery equipment, etc., which these companies 
have not already been producing, can not be considered 
as guaranteed because insufficient productive capacity in 
the machine tool industry and also in armor plate fabri- 
cators is causing concern about deliveries of necessary 
machinery and materials on time to the companies dis- 
cussed in this article. General Railway Signal, for ex- 
ample, which has not been included in the table because 
its defense contract is relatively small, recently received 
4 $3 million order for shells. It is now so difficult to get 
the necessary machinery, however, that the company 
does not expect to begin turning out shells until a year 
from now. 

Westinghouse Electric, not included in the table be- 
cause the $11 million contract for gun equipment which 
it has received is unimportant in relation to its normal 
sales, recently announced that it is working on $94 million 
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White Motor Company is making scout cars such as above for the Army. 


of orders for material needed in the defense program, 
most of which consists of parts supplied to other com- 
panies which have direct defense orders from the Army 
and Navy. More than 245 individual orders are involved, 
and some of them can not be delivered before 1943. 
About one-tenth of these orders will be delivered before 
the end of this year, but the peak of deliveries will come 
between the summer of 1941 and the summer of 1942. 
This announcement has been cited because it is typical 
of the probable experience of all the companies producing 
heavy equipment for national defense. 

Many aircraft manufacturers and several shipbuilding 
companies which have very large defense contracts have 
been omitted from this survey in order to make room for 
companies with awards smaller in size but more typical 
of various kinds of military equipment. One can take for 
granted that all aircraft companies will operate at capac- 
ity on either British or domestic war orders. Differences 
in earnings among these companies will be determined 
largely by vulnerability to excess profits taxes rather 
than by the size of their national defense contract awards. 
The shipbuilding companies are in a similar position and 
all of them are expanding their capacity to take care of 
this additional business. 

Finally, one should bear in mind that it will be difficult 
to estimate profits on these national defense contracts in 
‘ases Where companies are preparing to produce tanks. 
guns and shells in which they have not had recent pro- 
duction experience. Unanticipated cost rises and delays 
are likely to make profits disappointing in some of these 
‘ases. Companies which have received orders for prod- 
ucts normally turned out by them, such as blankets, 
cloths, shoes, trucks, etc., however, will reflect these 
orders very quickly in sales, and earnings can be more 
reliably estimated in their case. 











Companies Likely to Pay 


Extra Year-End Dividends 


Total 


Distribution to Shareholders 


Should 


Exceed That of Year Ago Despite Higher Taxes 


BY J. S. WILLIAMS 


; is about the time of year when stockholders be- 
gin wondering what the harvest of year-end dividends 
will bring. In recent years particularly, many corpora- 
tions have adopted the British policy of declaring com- 
paratively small interim dividends, waiting until later in 
the year, when it is possible to make a fairly accurate 
estimate of the year’s profits, to declare a final dividend 
of a size sufficient to bring total payments up to the nor- 
mal proportion of earnings. In the case of other eompa- 
nies this policy is modified to the extent of maintaining 
quarterly dividends on a fairly regular basis, and, when 
earnings warrant, a year-end extra dividend is declared. 

This year has been one of steadily expanding indus- 
trial activity and increasing public purchasing power. 
In such a setting, earnings of most corporations might 
be expected to be uniformly higher and the expectation 
of liberal dividend treatment well founded. Unfor- 
tunately, however, this has not been a normal year. It 
is true, on the one hand, that earnings reports for the 
first half year, disclosing sizable gains in per share earn- 
ings in many instances, gave substantial support to divi- 
dend hopes. On the other hand, many stockholders 
failed to include in their calculations the effects of the 
33 1/3 per cent increase in the normal corporate tax 
and on which was superimposed the excess profits taxes. 
Although some companies foresaw what was coming in 
the way of increased taxes and set aside out of six 
months’ profits an amount sufficient to take care of their 
estimated liability, most companies postponed this un- 
pleasant duty. However, a pretty emphatic idea of the 
size of the toll to be exacted by increased taxes is gained 
from the initial batch of third quarter earnings reports 
which have been made public. 

It is doubtless a well-known fact that the most im- 
pressive gains in earnings this year have been registered 
by those companies identified with such heavy indus- 
tries as steel, machinery, railway equipment, etc. Air- 
craft, automobile equipment and chemical companies 
were likewise in the van of the industries favored by a 
rising tide of both defense and private orders. The ex- 
tent to which the representative companies in these in- 
dustries will be affected by higher taxes varies widely 


and any general conclusions with respect to these indus. 
tries, could easily prove wide of the mark when applied 
to individual companies. 

Generally speaking, for example, the steel industry 
with a large capital investment in plants and equipment 
may escape the more drastic levies of the excess profits 
tax, at least for this year. This would be particularly 
true in the case of such companies as U. S. Steel, Jones 
& Laughlin and Youngstown Sheet & Tube. On the 
other hand, both National Steel and Inland Steel, with 
a record of earnings much superior to that of the indus 
try as a whole will be subjected to excess profits taxes 
this year. 


Taxes Take Heavy Toll 


The report of duPont for the first nine months of this 
year affords a graphic example of the drastic effect of 
new taxes. The company’s sales this year have been 
running at record levels, better than 20 per cent ahead 
of 1939. Yet in the third quarter profits from manufac- 
turing operations fell below the level of the third quarter 
a year ago, and for the nine months, net was only mod- 
erately higher than in the same period of 1939, largely 
because of dividends received by the company on it 
large investment in the shares of General Motors. 

Hercules Powder, another large chemical unit, re- 
ported sales up about $9,000,000, but net was only 
$3,744,000, compared with $3,647,000 in the same period 
a year ago. The charge against income for taxes thi: 
year totaled nearly $3,000,000, compared with less than 
$900,000 last year. 

These are but two representative examples. It is cer 
tain, however, that their virtual counterpart will be 
found in the statements of many other companies, 4 
they are released over the next several weeks. It shoul 
not be hastily concluded, however, that the stockholder 
is going to be called upon to assume the full burden o 
taxes in connection with the national defense effort. 
Many companies prominently identified with the de 
fense program, and with large orders for war material: 
and supplies on their books, will be able to turn in a very 
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handsome earnings performance. Even if the tax col- policy much more liberal than would be the case of a 
lector presents a big bill, there will still be enough left to company having a more volatile record of profits. But 
accord stockholders fairly generous treatment. Many it is not stating the case too strongly to point out that 
of these companies are of the “prince and pauper” type, with a sizable upping in their normal tax, some compa- 
and which in recent years have enjoyed only brief pe- nies may have to adjust downward a dividend record 
riods of prosperity, justifying at best only sporadic divi- which has been inviolate for some years. 
dends. Definitely, their stockholders now appear slated Note, for example, the current experience of Wm. 
for better treatment. Wrigley, Jr., Co. In the third quarter, this company 
The outlook, on the other hand, for stockholders of charged against earnings for that period Federal income 
many of those companies which are able to point with — taxes totaling $1,193,643, more than double the amount 
pride to an extended record of sustained earnings and for the same period of 1939. As a result an increase in 
uninterrupted dividends may be in for some pretty operating profit was transformed into a decline in net 
anxious moments over the next year. Many of these profit. For the first nine months, virtually the entire 
companies represent major consumption goods indus- gain in operating profit was absorbed by taxes. It is 
tries such as foods, tobacco, chewing gum, retail trade, safe to say that the experience of this company will 
dairy products, baking, etc. The difficulties faced by this prove representative of the consumer goods groups. 
group of companies are threefold. Sales may logically be As is shown by the accompanying compilation, there 
expected to respond to increased consumer buying _ is a fairly sizable group of companies which would ap- 
power, but likewise costs may be expected to incredse ata pear justified in taking some favorable action toward 
faster pace then will permit price advances without en- dividends between now and the year-end. The list in- 
countering sales resistance. These companies have not cludes companies identified with almost every major in- 
so much to fear from excess profits taxes as they do from dustry, but it is not to be inferred that it is wholly com- 
the 33 1/3 per cent increase in normal taxes. plete. It is intended to be representative and include 
A company which from experience has found that such of the leading companies as seem in a position to 
earnings will not vary greatly between good and poor _ increase dividends or augment regular payments with an 
years for general business is able to pursue a dividend — extra in the near future. 





Likely Candidates for Favorable Year-end Dividend Action 









































































































































































































































































































































Dividends 
Paid or 
Dividends Earned Declared Latest 
Paid Per Share to Date Earnings Year Recent 
Company 1939 1939 1940 Per Share Ago Price _ etal COMMENT _ 
Abbott Laboratories... ... Tees 2.05(a) 2.61 1.50 2.57Se 2.51Se 54 Current payments will at least equal 1939. _ 
Air Reduction. . a 150 1.98 1.75  1.76Se 1.37Se | 42 Year-end extra probable. - raaety 
Alleghany ro Steel. Res ee ee 0.50 © 48 - 075  2.07Se ~ 0.40Se in 24 ~~ Dividends may total $1.50. “a lem ae 
Alls-Chalmers............... — (25 2 ete £4xS19%— _1.49Se —«37_ Total dividends may reach ae. meas 
American Chain & Cable See 1.98 1.20  1.04Je  0.53Je 21 Earnings would support higher dividend. ™ ee 
American Steel Foundries. . . ~ None 1.15 1.50  1.75Se 0.16Se 97 May pay another small dividend. x 
wa ee a 7% 1.75 2.05Je 1.03Je (31 ~~ Record earnings would warrant year-end extra, 
Bethichem Steel................ 4.50 5.75 3.506.09Je 0.78Je 84 Increased rate or generous extra likely. . 
Borg Warner............ Bae ie 2.43 0.75 1.21Je 1.03Je 20 Final dividend may exceed 50 cents. a 
Briggs Manufacturing............. 1,25 — 1.08 1.50 ——-2.14Je 1.03Je 23 ~_—_ Dividends likely to be at least $2. 
Bullard ¢ Company........ wanes a es 1.04 ae 4.35J3e 0.16Je = = _Payments in excess of $2 indicated. 
Carpenter Steel.................. 1.30 os 2.25 4.05(b) o. 88(b) a nae 30 _Excess profits tax not applicable to latest earnings. 
Campbell, Wyant & Cannon. : 0.20 0.93 1.15 1.13Se 0.08Se | (15 Next dividend should exceed 25 cents. 
Chrysler. eR Cnene Heenan he 5.00 8.47 5.50 7.06Se__ 7.22Se _ 82 __ Tax liability substantial but year-end extra possible. 
Clark Equipment................. 2.25 4.43 2.00 ‘4.35Se  —=—-2.55Se 37 __ Will probably pay at least $3. 
Cluett Peabody............... ee oT 4.16 1.00 1.65Je  — 1.69Je 32 Payments should equal 1939 figure. ee 
SO CO eee eke OO 6.82 2.25  3.54Je 3.27Je | 106 Modest year-end extra justified. 
Copperweld Steel ape os 0.60  1.38Se  1.36Se | 20 Could pay at least $1. 
QMO cao vsvasacccacc oe . 7.70 “5.25 5.80Se ___5.19Se ___171___ Payments totaling $8 not unlikely. 
Electric Auto-Lite d 8 - 4.72 £42.95 3.24Je ~ 2.36Je ____37___Likelihood of year-end extra indicated. is 
General American Trans............. 2.37% 3.11 411.25 .  1.01Je ro 0.71J3e 50 _Current payments may reach $3. " 
Houdaille-Hershey “B"........... 0.75. 1.34 1.00  1.59Se 0.57Se- 13 Will probably pay $1.50. _ ai 
Household Finance Loeeec. ae 6. 4.00  5.45Se 5.25Se | 60 Another $1 extra likely this year. a 
Libby-Owens-Ford = . 1.50 2.91Se ____1,56Se a » 45 ___Earnings would justify total of $3. le 
National Acme... eae 2 50 16 6.50 2.47Je 0.22Je | 21 Larger dividends appear assured. a 
J.C. Penney.......... ane ar 2.95  2.24Je 2.33Je | 90 Payments may equal 1939 rate. oe 
‘St. St. Joseph Lead... Rouenes 2.00. ~=2.70  1.25— _1.32Je —-—-0.72Je ~— 37 ~—sA nother extra at year-end probable. Pr 
Sears Roebuck.......... sesssccceesas QS  G60ley SE5 _ 2.673L —2.42JL == 78 _ Total dividends limited to about $4.25 by higher taxes. 
Spicer Manufacturing........... .. 2.00  4.48Ag 2.50 4.77My 33 _ Current dividends should be at least $3. cas ee 
Sperry Corporation................_ 2.00 271 1.00 2.00Je _ 1 23Je 42 __ Will probably pay in excess of $2. ite ee .2 
US eee ae me 1.75 3.02 1.30 2.033e | 0.89Je 35 Earnings would support a $2 rate. jn 
SO ree ee nee 4.93(b) —=—2.13(b) 35s May pay at least $3 this year. ee 
Thompson Products............... oo 290 ‘€95 ‘Suet. 35 _ Could pay $2.50-$3 for all of 1940. # 
Timken Detroit Axle eee  »-«... a5 ; ot .69(b) ; 1.50(b) 29 Well sustained ings favor larger dividends. a 
Union Carbide.......... aussssss 1,90 3.86 230  3.34Se | 2.10Se | 75 A year-end extra reasonable hope. a 
United Eng. & Foundry............_ 2.50 2.55 200 2.16Je | 1.12Je 37 Dividends should equal 1939 disb t - 
United States Steel.............. None 1.83 2.00 __ -2.72Je 0. 54Je 64 _ Another $1 dividend may be forth en 
VISOR GHAMIEANS 5 <0 coe eee a 1.59 0.95  1.22Se  1.06Se | 26 Should pay at least $2 a share. pers 
Westinghouse Electric.............__3.50 5.48 2.75 5.46Se _ ____3.39Se «108 ~_Tax liability large but could pay up to $4. _ a 
Youngstown Sheet & Tube.......... None 2.4975 1.20Je ; ___ 0.0) 08Je — 41 Will probably pay inexcessof $1.00 











(a)—Plus stock. (b)—Fiscal year ended June 30. (c)—Year ended Jan. 31,1940. Je—6 mente to June 30. JL—24 weeks to July 16.  h~o months 
to May 31. Se—9 months to Sept. 30. Ag—Fiscal year ended Aug. 31. (f)— —19 months to July 31. 
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Germany is systematically and scientifically looting the 


countries she has conquered. 


Whoever wins the war, it looks like economic chaos 


on the Continent. 


What the Coming European 


Inflation Means to Us 


i a 


im write about the influence of the inflation in the 
German dominated continent of Europe on American 
business appears on the surface very much like barking 
at the moon. Not only is there hardly any business done 
at the present time between the United States and the 
Continent, but the black-out of news is so thorough that 
it is well-nigh impossible to piece together the pattern 
of financial and economic developments in German 
Europe. 

However, there is a certain pattern which gives mean- 
ing to the news that does reach the outside world. The 
information that emanates from Berlin would make us 
believe that certain groups in conquered countries are 
cooperating with the Nazis in the economic reorganiza- 
tion of the Continent, the “new order” of Hitler. They 
speak of the coordination of European trade unions, of 
the enactment of anti-semitic laws, of the encourage- 
ment of “pluri-lateral” trade between various occupied 
countries, and about the stability of prices. On the sur- 
face, prices appear to be well controlled by the Nazis 
and local authorities so’ that on that basis alone there 





Notes in Circulation in the Continental 


Countries 
(000,000 Omitted) 

June June August 

1938 1939 1940 
Germany (reichsmar:*’) 6,830 9,115 13,960 
Belgium (francs) 20,815 22,212 33,451(b) 
France (francs) 102,087 122,611 170,853(a) 
Denmark (kroner) siche 414 446 694 
Sweden (kroner) 972 1,059 1,451 
Switzerland (francs) 1,541 1,729 2,119 
Jugoslavia (dinars) 6,032 7,177 12,241 
Roumania (lei) 30,103 38,683 58,961 
Hungary (pengo). . 581 885 1,200 


*—Rentenmarks included. (a)—-May, 1940. (b)—June, 1940. 
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could be hardly any indication of inflation. The expand- 
ing volume of currency notes and the mounting indebt- 
edness are the only danger signals permitted to flash 
from the Continent. 

The German circulation of reichsmarks and renten- 
marks had expanded, for example, to about RM14,000,- 
000,000 by the end of August, 1940, from RM8,950,000,- 
000 in the summer of 1939 and RM3,700,000,000 in 1932. 
The admitted public debt of the Reich reached in June, 
1940, about RM60,100,000,000, from RM37,400,000,000 
at the outbreak of the war and it is rising at the rate of 
about RM2,000,000,000 a month. The last statement 
of the Bank of France showed about Fr170,000,000,000 
in circulation, or about 20 per cent more than a year ago. 
“ven in Denmark, where Nazi exploitation is perhaps 
least obvious, the circulation increased over 60 per cent 
in one year. 

The news reaching us from non-German sources 
speaks about disorganization, lack of food, unemploy- 
ment, unrest and sabotage. Most of these reports ring 
true, since war and the blockade alone must have thrown 
the economic systems of individual countries completely 
out of gear. In the Netherlands, for example, where 
about one-third of the population lives from over-seas 
trade, unemployment has grown to catastrophic propor- 
tions with demobilized soldiers coming home. The Ger- 
mans are trying to cope with it by shipping the unem- 
ployed to Germany and by prohibiting enterprises from 
closing down, thereby forcing them to live upon their 
financial reserves. In Belgium and Northern France, 
factories were principally dependent upon imported raw 
materials. Most of them remain closed and unemploy- 
ment is aggravated by the refugee problem. Denmark is 
having the worst unemployment in years, and even in 
the Czech Protectorate, where many armament and 
munitions factories are located, the unemployed released 
from the industries formerly dependent upon foreign 
trade are being sent to Germany en masse. 

Unemployment, lack of food, and general disorganiza- 
tion keep alive labor and social strife. This strife the 
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Wide World Photo 
German domination of the economic 
symbolized by this Nazi trooper directing traffic in Viburg, Denmark. 


Nazis seem to encourage, partly to keep the vanquished 
countries prostrate and more easily manageable and 
partly to prepare the ground, with the help of the sup- 
pression of national sovereignty and individual rights. 
for long-term economic reorganization. Such reorganiza- 
tion would be but a part of the large seale “Gleichschal- 
tung”’—social and economic leveling of the Continent— 
with Germany and possibly Italy exploiting the resources 
of conquered countries. 

The long-term economic reorganization of Europe as 
reported to be visualized by the Nazis at present calls 
for the centralization of capital goods and _ finishing 
industries in Germany proper. In order words, Germany, 
and possibly Italy, would become dispensers of capital 
goods—machinery, equipment and tools—and regulate 
thereby the industrialization of the Continent. By con- 
trolling the finishing processes they would secure the 
monopoly of the foreign trade of the Continent. The 
large output of fertilizers in combination with the Alsace 
potash resources and the Dutch fertilizer industry would 
give them, in a measure, control also over the agricultural 
production of the Continent. 

The Germans have already been reported to be closing 
certain plants producing capital goods in conquered 
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countries. In Western Europe and the Czech 
Protectorate they have curtailed plants either 
competing with German factories or dependent 
upon foreign imported materials. However, cer- 
tain specialized industries, dependent upon local 
raw materials or skilled labor as well as certain 
consumption goods industries are left undis- 
turbed. Germans are also reported to be con- 
templating the relocation of certain industries 
from Western Europe, France and the Low 
Countries in Southwestern Europe. The idea is 
to secure a greater homogenity of the Continent 
through a better balance between agriculture 
and industries. Moreover, the dispersal of in- 
dustries would make Continental industries less 
vulnerable to bombing. 

If this plan were to be carried out, the impor- 
tance of agriculture in France and the Low 
Countries would be enhanced. On the other 
hand, the peasants from the thickly settled agri- 
cultural districts of Southeastern Europe would 
be drawn into the relocated consumers’ goods 
industries. While there are certain merits in 
such replanning of the industrial centers in the 
German Europe, the relocation fails to take into 
account the situation of iron ore deposits in rela- 
tion to coal, and the nearness of industrial areas 
in Western Europe to the over-seas markets, 
both in regard to securing raw materials and 
selling finished products. 

This plan, we are to believe, has replaced the 
older conception of “Grossraumwirtschaft” pre- 
supposing the equality of states, common cur- 
rency, tariff and laws under German 
surveillance. The new plan is based on the crea- 
tion of small vassal states, along the line of the 
Czech Protectorate or the Polish Rump State. 
Such states will have to be heavily dependent 
economically and for defense upon the Master 
State, the Reich. The Reich itself would incor- 
porate the Netherlands (direct control of chief ports) 
and the Flemish regions of Belgium and Northern France 
(direct control of the coal-steel industrial combination 
in the Meuse Valley). To weaken the larger states, such 
as France, the Nazis are encouraging local sectionalism, 
for example, of the Bretons, and even of the Basques, 
with the idea of organizing them later into autonomous 
territories. 

It is not hard to visualize how the map of Europe 
may look in the future if the Nazi soldier economists 
have their way. Around the two Axis or Master States, 
Germany and Italy, would be grouped small vassal states 
with varying degrees of political autonomy and_ inde- 
pendent economic development. 

In order to be able to carry out their plans, the Nazis 
are hard at work obtaining a foothold by hook or crook 
in the industrial and commercial enterprises in the sub- 
dued as well as in the still “free” countries such as 
Sweden. Since the Nazis are politically very skillful, 
the methods are made to vary from country to country. 
The Poles are being simply thrown out from their land 
or factories without any or with little compensation, the 
Czech enterprises and farms are being forcibly bought 
out at what are good prices in paper marks. In Belgium, 
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the Netherlands, and occupied France, the Nazis are 
obtaining foothold by “legal” methods of acquiring stock 
issues at prices determined by themselves or by placing 
German commissars in supervisory positions. 

However, a far more effective method of securing con- 
trol over the means of production in the conquered terri- 
tories is obtained by exchange manipulation and by the 
process of gradual inflation. It is not without purpose 
that the reichsmark rate has been always fixed at a rate 
unduly favorable to the German currency. Although 
the external purchasing power of the reichsmark was 
probably not more than about 20 cents, the rate for the 
French franc fixed at the time of the conquest of France 
at 20 frances for one reichsmark, thereby placing the 
value of the latter at about 39.7 cents. 

The immediate result of such procedure is that the 
conquered country becomes extremely cheap to buy in, 
and before very long soldiers, “tourists” and Nazi offi- 
cials buy up everything in sight. Usually in a few 
months’ time the conquered country is completely 
cleaned out of its raw material and foodstuff reserves. 
This, of course, is merely a disguised form of looting, 
intended not to antagonize the conquered people too 
much. 

Technically, when a German soldier pays the store- 
keeper in reichsmark or military notes or when the occu- 
pation authorities pay for requisitioned goods with Ger- 
man credit office notes, these are exchanged at banks 
for local currencies and eventually find their way to the 
central banks of the conquered countries. The central 
bank is then paid in German Treasury bills, payable 
after the conclusion of peace. Much the same happens 
if the Danish or Jugoslav exporter ships produce to Ger- 
many. The local bank advances him the funds, which 
are then credited in the clearing account. In September, 
for example, the balance due to Denmark in her clearing 
account with Germany reached almost Kr300,000,000, 
as compared with debit balance of Kri0,000,000 just 
before the occupation of the country last April. 

In France, the German occupation costs are being 
charged at the rate of Fr400,000,000 ($8,000,000) a day 
or at the annual rate of about 150 billion francs (about 
$3,000,000,000). This is probably between one-third 





Average Real Income per Head of Employed 
Population, 1925-34 


(In Dollars*) 
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* Dollars having the purchasing power of that of United States dollar in the 
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and one-half of the entire French national income. The: 
money is secured by the issuance of treasury bonds 
which are bought by the Bank of France. The actual 
occupation costs are said to be about half of the above 
amount—which leaves the Nazis large balances for buy- 
ing out French properties and enterprises In Alsace and 
elsewhere. 

In Poland and Belgium, the Germans simply estab- 
lished banks of issue of their own, with the limit to the 
note issue set by the requirements of the occupation 
authorities. In Belgium, the banknotes are supposedly 
covered by the claims of the old National Bank of Bel. 
gium and by foreign exchange—which, of all things, in- 
clude Germany currency and bills drawn by the German 
military. ; 

By all these procedures more and more money 1s put 
into circulation in conquered countries, while at the 
same time fewer goods are obtainable; the inflationary 
spiral is thus started. At the same time Germany avoids 
inflation of her own currency and obtains goods. Thus 
the currency of the conquered country is more and more 
watered, while the German currency is _ indirectly 
strengthened in relation to the currency of the conquered 
country by the resources of vanquished nations—or, one 
may say, by the “reparations” collected while the war 
is still going on. 





Deflating German Debts 


The process not only debases the purchasing power of 
the currencies of conquered nations to the level of the 
reichsmark, but, if the inflationary process continues for 
some time it will probably weaken them even in relation 
to the reichsmark. If that takes place, the value of large 
frozen balances due from Germany will be lowered and 
the Nazis will be given further advantage in acquiring 
the national means of production and a share of the 
national income of conquered nations. Already in Bel- 
gium, the original rate of 10 Belgian francs per reichs- 
mark has been increased to 12.5 francs per reichsmark, 
since the old rate “did not correspond to the interna- 
tional value of German currency.” 

The signs of inflation in German Europe vary from 
country to country, depending on how strict the off- 
cial control is. The Danish wholesale price index was 


T. 


vita 
last July at 165 compared to about 100 a year ago} goo 


(1929 = 100). In the Czech Protectorate, as the fol- | to | 
lowing excerpt from the London Economist shows, it [| tior 
is manifested by the sharp rise in the prices of uncon- > em] 
trolled goods and the flight into real estate: alm 


“The population is losing its confidence in money. In} tol 
all banking institutions the deposits have decreased; | nat 
those of one of the largest Prague savings banks are} opi 
12.6 per cent lower than in 1939. The building of new | boo 
houses has increased to an extraordinary extent, although 
this was slowed down recently by a decision of the Ger- 
man authorities forbidding the allocation of iron for 
building purposes. There is a great boom in all objects a 
of art. Portraits, even bad ones, are being bought in | "o¢ 
large numbers. German propaganda attributes this to | hau 
the Nazi stimulus given to Czech culture. In reality the 
it is a desperate defense against the inflationary devalua- | Int 
tion of the currency.” and 

What inference can be (Please turn to page 116) the 


THE MAGAZINE OF WALL STREET NO 








e. The 
bonds 
actual 

: above 

or buy: 

ice and 


estab- 

to the 
1pation 
rosedly 
of Bel. 
1gs, in- 
rerman 


is put 
at the 
Jonary 
avoids 
Thus 
1 more 
irectly 
quered 
or, one 
le War 


wer of 
of the 
les for 
lation 
r large 
d and 
uiring 
of the 
1 Bel- 
eichs- 
mark, 
terna- 


from 
> offi- 
was 


ago 


a“ 


I 
e fol- 
VS, it 
ncon- 


v. In 
ased; 
Ss are 
* new 
ough 
Ger- 
1 for 
yjects 
ht in 
1s to 
ality 
alua- 


116) 





REET 











The Coming Boom 





























im Transportation 


Rush Orders, Contracts Sub-Let In Distant Parts of the 
Country, Heavy Movement of Materials, Record Activity 
in Durable Goods—Add up to Inevitable Traffic Gains. 


By HENRY D. 


| role of transportation in wartime is, of course, a 
vital one. The rapid and efficient movement of men and 
goods by water, air, rail and highway is utterly essential 
to the successful prosecution of hostilities. Transporta- 
tion’s role in preparedness is no less vital and, though the 
emphasis in our own defense program has thus far been 
almost entirely on production, increasing stress is bound 
to be laid upon our carrier systems and their place in the 
national armament effort. Hand in hand with the devel- 
oping boom in industrial production will certainly go a 
hoom in transportation. 


I. This War and Last 


As measured by annual averages of the five-year pe- 
riods ending with 1915 and 1920, revenue freight tonnage 
hauled by the railroads increased about 25 per cent in 
the last war and a substantial gain was also recorded in 
intercoastal, coastwise and inland water-borne traffic; air 
and truck transportation, of course, did not enter into 
the picture. Given the expansion of industrial production 
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that seems likely, overall traffic gains this time will equal 
or, more probably, exceed those of twenty-odd years ago. 
A considerably smaller percentage of the increment, how- 
ever, will be available to water and rail carriers since 
there is now the truck and, of less importance, the air- 
plane to reckon with. And even should the increase in 
freight movement be such as to expand materially the 
volume of business handled by the rails and shipping 
companies alone, this would not per se mean enhanced 
profits. 

In the first place, while railroad freight tonnage, for ex- 
ample, gained 25 per cent from 1911-15 to 1916-20, dollar 
revenues from freight business rose 67 per cent, indicat- 
ing a very substantial increase in effective rates. We may 
be quite certain that there will be no such increase in the 
present instance except as found absolutely necessary in 
the light of costs and even then, likely as not, of inade- 
quate amount. But that is not all. Even in the last war. 
despite the considerable increase in gross income, net rail- 
way operating revenues actually declined—a sufficient 
commentary on the trend of costs, including taxes. It is 





probable that certain costs—notably coal, which nearly 
tripled in price from 1914 to 1918—will be subject to 
closer control this time; but there are others, such as 
labor and, in the case of the rails, long deferred mainte- 
nanee outlays, that may well take up the difference. The 
impact of new defense taxes will vary from one type of 
carrier to another, as well as among individual companies, 
and will be discussed later. 

In the last war the railroads were under direct Govern- 
ment control from late 1917 until 1920, and the question 
naturally arises as to whether such control, as regards 
not only the rails but other transportation systems as 
well, will be assumed again. Barring our open and ac- 
knowledged entrance into the war, there is no present 
prospect that it will. If we do go to war, there is no tell- 
ing what action may be taken in this connection. It wiil 
depend on the kind of job the carriers are able to do 
under private management and, perhaps more important, 
on the philosophy of the Administration then in power. 


ll. The Railroads 


Since early in the war the railroads have made it clear 
that they do not mean to be caught unprepared to han- 
dle the increasing volume of traffic foreseen in conjunc- 
tion with a rising tempo of armament activity. Equip- 
ment purchases in the first half of 1940 were not greatly 
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in excess of the corresponding period of 1939, but q 
marked upturn occurred in the third quarter when orders 
for freight cars were, 100 per cent in excess of the totals 
for the initial six months of the year and third quarter 
locomotive orders were almost equal to those placed jy 
the first half of the year. Apparently, however, this is only 
a beginning. As of September 15, the roads had 1,504,614 
good-order freight cars on hand. The car service division 
of the Association of American Railroads estimates that 
by October 1, 1941, this total should be expanded by a 
minimum of 75,000 units and has recommended the pur. 
chase of 100,000. Subsequent advices from individual 
roads, moreover, indicate that a buying program of about 
these proportions will be carried out. Some idea of its 
magnitude may be had by a comparison with the fairly 
good year of 1939 when purchases totaled 54,160 cars. 
As compared with 1918, the present freight carrying 
capacity of the railroads, at least as measured by the 
number of cars, is still low despite the increase of recent 
years. At the opening of 1940 there were 30 per cent 
fewer cars in operation than at the end of the last war, 
These figures are misleading, however, to the extent that 
capacity per car has been greatly increased and the speed 
of freight movement has been stepped up about 70 per 
cent. Moreover, the need for additional rolling stock is 
not an immediate one for it is becoming increasingly evi- 
dent that this year’s seasonal peak in loadings will fall 
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considerably short of the 861,000 top of a year ago and 
may, indeed, have been reached in the last week of Sep- 
tember when 822,434 cars were loaded. Loadings prior to 
October 1 were stimulated by an abnormally large move- 
ment of bituminous coal that resulted from forward buy- 
ing by industry in anticipation of the fixing of minimum 
coal prices. 

At the same time, the usual decline in freight traffic 
after establishment of the fall peak this year is expected 
to be slower and smaller than normal, with a relatively 
good volume of business continuing throughout the final 
quarter. The Shippers Advisory Boards estimate car- 
loadings in the final quarter will run about 7 per cent 
ahead of last year when the railroads’ gross income was 
the best since 1930. Predicted gains are by no means uni- 
form. As compared with an estimated increase of 22 per 
cent for the northwestern section of the country, a gain 
of only 0.6 per cent is forecast for the Ohio Valley. Better 
than average gains, ranging from 8 to 111% per cent, are 
looked for in the Pacific, southeastern and Atiantic states. 
While the actual figures may now have to be modified 
somewhat in the light reported loadings for early Octo- 
ber, the prospect of the best fourth quarter in a decade 
still remains. As for near term profit prospects, it is heart- 
ening to note that virtually none of the railroads will be 
affected by the excess profits tax. The great majority of 
roads will undoubtedly choose the alternative of comput- 
ing tax liability on the basis of invested capital. Since 
this is typically high in relation to present earnings 
levels, a considerable expansion in earnings of the aver- 
age road can occur before the tax will begin to be felt. 
This is the case even with those fortunate few, mostly 
soft coal carriers, whose earnings have been compara- 
tively good. 

It is possible, of course, that after the defense program 
really gets under way the rails will encounter at least 
temporary difficulties and, consequently, higher costs in 
handling larger traffic volumes. However, this may prove 
merely a regional problem. In a recent address, Mr. 
Ralph Budd of the National Defense Advisory Commis- 
sion pointed out that normal freight business will prob- 
ably continue “many times as great as defense traffic. In 
some particular places and in some particular commodi- 
ties, however, the defense requirements, added to those 
of other industrial activities, doubtless will require spe- 
cial attention. For example, the defense program might 
add an average of 10 per cent to the total ton-miles of 
freight to be moved, yet in certain areas and certain 
commodities the movement might show an increase of 50 
per cent or more.” 

Taking a longer range view, considerable significance 
attaches to the recently enacted Transportation Act of 
1940—less, perhaps, for its specific provisions than for 
its general philosophy. That is, it is the first real attempt 
that has been made to meet the country’s transportation 
problem as a whole; thus, all forms of domestic transpor- 
tation except the airlines (a proper exception) are now 
subject to the regulatory authority of a single body, the 
Interstate Commerce Commission. The Act also provides 
for the setting up of a three-man investigatory and re- 
search board to determine the relative economy of rail, 
water and highway carriers, the type of service for which 
each is best fitted, the extent to which each has been ex- 
isting on Federal subsidies and the distribution of the tax 
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One of U. S. Truck lines’ huge freight carriers 


burden. If the study is an impartial one, it can scarcely 
help but bring credit and, perhaps, relief to the railroads. 

Other favorable features of the new law as far as the 
rails are concerned include repeal of land grant rates 
(except on Army and Navy business), slight modifica- 
tion of the long and short haul clause and removal of 
certain obstacles to consolidation. In the latter connec- 
tion, though, a reservation tending to offset possible con- 
solidation economies is that requiring compensation of 
up to four years’ wages for displaced labor. 


lll. Trucks and Waterways 


One of the most outstanding developments in the field 
of transportation since the last war has, of course, been 
the rise of the motor truck and water carrier at the ex- 
pense of the railroads. This has been especially noticeable 
since the middle “twenties. Thus, while the rails carried 
75.4 per cent of the country’s total commercial freight 
traffic as measured in revenue ton-miles in 1926, their 
share had declined to 64.6 per cent by 1937. Meanwhile, 
water traffic rose from 16.8 to 19.6 per cent and intercity 
truck traffic from 3.9 to 7.7 per cent. Spectacular gains 
were also recorded by the pipe lines which accounted for 
8.0 per cent of total traffic in 1937 against only 3.7 per 
cent eleven years earlier. 

No doubt these gains are still taking place and will 
continue for some time. It is altogether unlikely, how- 
ever, that they will be nearly so great from here on as 
they have been. In the first place, the railroads are now 
much more alive to the necessity of technological im- 
provement than they were some time back. Secondly, the 
rails will always be better adapted to handle long haul 
traffic of such bulk goods as coal, ore, cement, steel and 
so on, and there is undoubtedly a point at which further 
serious loss of freight business will no longer be seen. 
Also, as regards short haul freight, the rails themselves 
are going more and more into the trucking business. 
Thus, the railroads had more than 65,000 trucks in oper- 
ation in 1939 against only 5,900 in 1929; again, 15 per 
cent of all rail freight was automotive last year as com- 
pared with only 10 per cent ten years earlier. Finally, the 
possibility of diminishing subsidies for water carriers, to- 
gether with rising truck and bus taxes, should give rail- 
roads a more even footing with their competitors. 
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This is not to suggest, however, that highway and 
water carriers are not going to share fully in the general 
transportation boom that lies ahead. Even before the 
outbreak of war last year trucking operations were gain- 
ing rapidly; with the industrial spurt that accompanied 
the beginning of hostilities, the American Trucking As- 
sociation’s index of loadings (based on 1936 as 100 and 
covering some 200 concerns in 37 states) jumped to an 
October peak of 151.26, an advance of about 50 per cent 
since the forepart of the year. The index declined there- 
after to 117.55 in February, 1940, but has been trending 
upward since. At the present time it probably stands not 
far below its top level of a year ago. As with the rail- 
roads, however, increased traffic totals are not neces- 
sarily going to be carried through to net. For one thing, 
the recent increase in Federal gasoline taxes has added 
to operating costs; for another, wages, though averaging 
less than in the case of the rails, are probably more sus- 
ceptible to adjustment; finally, truckers are generally 
more vulnerable to the excess profits tax than the rail- 
roads. 

The outbreak of war and upsurge of industrial activity 
of a year ago also brought about a marked gain in inland 
water traffic. Movement of freight on the four principal 
rivers of the country, for example, advanced 18 per cent 
from the third to the fourth quarter of 1939. Similar 
gains occurred in canal and Great Lake traffic and, 
though cold weather brought the usual seasonal letdown 
plus a measure of cyclical decline, inland water freight 
totals have since been gaining more than seasonally. The 
same has been the case with coastwise and intercoastal 
shipping. 

In some categories of water transportation boom con- 
ditions are already apparent. Thus, on October 15 the 
Great Lakes ore fleet completed its second month of op- 
eration at 100 per cent capacity. The entire fleet of 296 
ore vessels, having a total capacity of 2,711,040 tons, was 
in service throughout the period. During the same period 
of last year 286 vessels operated at 94.7 per cent of 


capacity. Also, traffic over a number of canals, notably 
the sixty-mile Champlain Canal connecting the Hudson 
River and Lake Champlain, is at near-record levels. 

Coastal and intercoastal carriers are feeling the effects 
of a surplusage of vessels resulting from the closing of 
European waters to American ships. Also, though the 
total volume of traffic is quite satisfactory, railroad com- 
petition is considerable and may become stronger as a 
result of the Transportation Act. The 9 per cent average 
increase in rates which went into effect last May has 
been at least partially offset by advanced fuel and labor 
costs. 


IV. The Air Lines 


All of the leading air lines now derive by far the greater 
part of their gross revenues from the transport of pas- 
sengers and there is little likelihood that any other cate- 
gory will assume greater importance in the near future. 
Thus, their competition with other carriers, notably the 
rails, is currently of little significance. There is no assur- 
ance, however, that this wilt remain the case indefinitely. 

Air express charges are now in the neighborhood of 86 
cents per ton-mile as contrasted with less than one cent 
on railroad freight tonnage and less than half a cent 
(under peacetime conditions) on ocean bulk freight. Yet 
a leading figure in the aircraft manufacturing industry 
recently went on record to the effect that planes already 
designed would be able to carry wheat to Europe cheaper 
than ocean vessels. While this seems almost incredible, 
it is quite possible that the day is not far off when the 
sky carriers will be actively competing for business that 
now goes by rail express at from 12 to 18 cents per ton- 
mile and even for less-than-carload railroad freight at 
about 5 cents. Cost studies and experiments undertaken 
by General American Transportation and Curtiss-Wright 
point to the latter as a distinct possibility. 

It is extremely doubtful, of course, if aerial freight cars 
will be developed in time to participate to any worth- 
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Fixed Charge Coverage Earned Per Share . _ 1940 Recent 
1939 1940 to Aug. 31 1939 1940 to Aug. 31 Attractive Issues Price Range Price 
RAILROADS 
Chesapeake & Ohio............ $3.49 $2.95 ComMmoniMOEK.......<. 650s es 4234-301 41 
Great Northern. .... : bie cna 3.48 1.19 Preferred stock............. 29% “1514 273/, 
Illinois Central............ ions ik ae 0.90 d2.95 Common stock............... 13 a 55% 8 
he neat cane Ucar $1.14 $0.73 pene Bre are 28 3/4 41 
CE Oe ees suas Ee 0.70 0.16 Common stock.............. 18%2- 914, 14%, 
Mew Yate Ceutel...........20. 1.09 1.03 ee ea eae... 6015-38 5914 
Norfolk & Western................. : sae oes 20.68 15.30 Common stock.............. 2261-175 218 
SR eg Shs ak k Kilyias eis ein 2.43 1.41 Common stock............... 2434-15 231% 
Pennsylvania......... este 1.40 35 e dis se fe LOSES | aera 9314-79 93 
Southern Railway....... : sae abs eae 2.69 d0.37 SS Serre 201,- 8 12% 
Somme ROWE... .. 000505000 5000085 1.39 1.14 seis ae SC ee 843-57 821/, 
Fenn s er wobe. oars 6.74 1.77 Common stock. ............... 90 -71 8134 
AIR LINE 
1940 (1st half) 
een DO ree 4.15 2.48 GCOMMOR ROCK 6506. 555 505.5. 4 = 60% 
SR en ee 2.06 1.32 ee Ee You? 53/4 351% 
SE & Western d0.23 d0.41 ee 21fp-10% 18 
|. SSeS aaa. ta een 0.21 0.19 ne -12 18 
EQUIPMENT MAKERS 
12 mos. to June F 
American Car & Foundry.............. PO d3.40April =. Common stock................ 3314-18 285/2 
American Locomotive................ d4.45 do. Dees Ere re 223/,-10 15%. 
American Steel Foundries............. ae eas 1.15 1. v Common stock................ 33 19% 26% 
I ran eG Say pee oo is nainicss ee cee 0.41 en onenaned 12 Soumene |. er je ap fg 16% 
DR a tecaccnncnes ects fixssiee 2.01 4.36 acs I oot. csc cele ates 1304-95 12014 
General American Trans............... ra sei 3.11 SS enone 5714-3534 483, 
FO PAID. oociccccecccnccee 2.89 ; ideet ee. ene 50 -3014 44, 


NF—Not available. d—Deficit. 
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duction of even experimental 
ynits would require two to three 
vears; secondly, there are not 
now enough airports of a size 
uificient to accommodate ships 
large enough to haul freight 
economically. The day is com- 
ing and will be a headache 
ior the rails, trucks and water- 
ways, but it is still some dis- 
tance off. 

Turning to the more imme- 
diate future, there is every pros- 
pect of continuation or accelera- 
tion of recent traffic gains—and 
these have been little short of 
phenomenal. Though September 
was off slightly and _ contra- 
sasonally from August (prob- 
ably traceable to the Pennsyl- 
vania Central crash in late Au- 
gust), passenger business for the 
first nine months of 1940 was up 
60 per cent from a year earlier, 
gains among individual opera- 
tors ranging all the way from 7 per cent to 80 per cent. 
The industry as a whole probably netted more than 
double its earnings for the corresponding months of 1939. 

Together with the railroads, air transport is one of the 
very few industries enjoying the prospect of being almost 
totally unafiected by the excess profits tax this year. This 
isdue to a special provision in the new tax law exempting 
air carriers to the extent of that part of their gross reve- 
nues derived from carrying air mail. Thus, in the case of 
any individual operator, as long as net income after nor- 
mal taxes does not exceed mail revenue plus the excess 
profits tax. credit applicable to all corporations (8 per 
cent on invested capital or average 1936-39 earnings), 
there will be no excess profits tax liability. Even for East- 
em Air Lines, whose percentage of gross derived from 
air mail payments is the smallest of any major mail car- 
tying line (22.8 per cent last year), this will prove a 
great advantage. Western Air Express, with 58.3 per cent 
of 1939 gross coming from mail payments, is even more 
fortunately situated. 

But despite booming business and an enviable tax po- 
sition, the air lines are not without their problem. It is 
quite possible they will run into considerably higher 
operating costs within the near future. Salary increases 
for flying personnel and institution of retirement plans 
may well add to payroll costs, a factor in this connection 
being the competitive situation brought about by attrac- 
tive offers for military training positions here and in Can- 
ada. There is also the possibility that the air lines will 
encounter a real equipment squeeze next year. Pressure 
of demand for fighting ships is not unlikely to retard pro- 
duction of commercial planes and, should the situation 
become acute, further material traffic growth would have 
to await completion of the aerial armament program. 

Looking farther ahead, however, there is little to de- 
tract from the prospect of a successful and expanding 
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Great Lakes shipments range from iron ore to finished products, by water and rail. 


future for the air transport industry. The natural growth 
that is in store for it should be hastened and fully ex- 
ploited by the wide-awake management that character- 
izes the industry. Safer, faster and more comfortable 
service is constantly sought and such new wrinkles as 
auto rental service at airports and credit facilities for 
prospective travelers are typical of the promotional ac- 
tivity that is being carried on. 


V. The Investment Viewpoint 


Summing up in brief the position and prospects of the 
transportation industries, the picture is generally one of 
expanding business and, in most cases, of at least mod- 
erately higher profits. The railroads are headed for a con- 
siderable expansion in gross and, though there are a 
number of factors that may prevent a proportionate gain 
in net earnings, the excess profits tax is not one of them. 
The latter will be a more important factor with the large 
trucking organizations and possibly with some of the 
water carriers which, however, are also in line for a sub- 
stantially increased volume of business. The air lines, 
though not without their problems, are by all odds the 
most favored of the various transportation systems, be- 
ing virtually immune, for the present at least, to the new 
profits levy and riding an unmistakable growth trend. 

What all this boils down to marketwise cannot easily 
be summarized. A good deal of particularizing is in order 
and, of course, any conclusions reached at this stage will 
be subject to revision in the light of later developments. 
Beginning with the railroads, however, and recognizing 
the allowances that must be made for influences at work 
in various sections of the country and bearing unevenly 
on the fortunes of individual roads, the overall prospect 
for the next year or so is for sharply higher traffic 
and moderately higher earn- (Please turn to page 119) 
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American Rolling Mill 





Continues Recovery 


Whole steel industry contributes to earnings of owner of 


continuous rolling patents as sheet demand hits new high rate. 


- BY J. C. CLIFFORD 


= as the invention of talking pictures is credited 
with reviving the growth possibilities of the motion 
picture industry, the invention of continuous rolling 
methods of producing sheet steel is conceded to have 
expanded the horizons of the steel industry. Light 
sheet steels have made possible the automobile of to- 
day, the electric refrigerator, innumerable light steel 
articles such as furniture, household utensils, cabinets, 
sanitary fixtures and even pre-fabricated houses. And 
American Rolling Mill owns all of the basic patents that 
have made this possibie by enabling steel makers to 
produce these materials in vast quantities and at low 
cost. 

Rights to use continuous rolling patents have been 
granted to all steel makers who have applied for them. 
The list includes U. S. Steel, Bethlehem, Republic, Na- 
tional, and in fact almost every important steel manu- 
facturer in this country. A characteristic of continuous 
rolling economy is that plants must be operated at close 
to peak capacity in order to be profitable; a fact that 
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Porcelain Enamel, Stainless Steel and Glass Block form the exterior of the American Rolling 


Mill Research Laboratories. 
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makes times of good sheet steel demand doubly prosper. 
ous for American Rolling Mill for royalties are receive 
upon the basis of tonnage produced by the licensees. 

As owner of the basic rights to continuous rolling itis 
not surprising that Armco is one of the leading producer 
of light steels in this country. In fact, the company 
ranks third in the industry, being exceeded in output of 
light steels only by U.S. Steel and Republic Steel. Ever 
then it is possible that the number and variety of shee 
steel products made by Armco are equal to those mat 
by the other two larger companies. 

American Rolling Mill has been an_ indefatigable 
seeker after new uses for its major product and has de 
veloped many novelties such as_ porcelained  stet! 
shingles, steel houses built in large units and without 
conventional steel construction members, porcelail 
enamel tiles to compete with ceramic tiles for home and 
public use, roof decks, airconditioning ducts, architec- 
tural adornments to replace terra cotta and stone and 
even burial vaults of high resistance to ordinary cort- 
sion. Of course the line of prod: 
ucts also includes the more cot- 
ventional iron sheets, — rods, 
wires, nails and light construc 
tion members. Finished steel 
capacity of the company’s vatri- 
ous plants is approximately 
2,200,000 tons yearly of which 
about 1,620,000 tons are sheets 
while the remainder include 
merchant bars and rods. 

Although Armco owns an it 
terest in some iron ore mine 
their productive capacity is not 
as yet ample for the company’ 
needs and therefore much of its 
ore is supplied through outside 
purchases. Coal supplies owned 
by the company come closer to 
filling needs but here again the 
company must purchase some 
of its coal from others and thus 
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Armco does not have as close control 
over raw material costs as do most of its 
larger competitors. However, since coal 
and iron ore have become materials 
vital to national defense not much 
trouble in securing adequate supplies at 
reasonable prices is anticipated, at least 

as long as the present state of emer- 

vency continues to exist. The company 

5 somewhat better situated in control- 
ling its ore transportation problem since 
it has a close working agreement and 
small stock interest in the Columbia 
Transportation Co. which carries iron 
ore from the head of the Great Lakes 
to Lake Erie ports. 

The company has nine manufactur- 
ing divisions which are more or less 
widely scattered through western Penn- 
sylvania, Kentucky and the Middle 
West. Of these plants the ones located 
at Middletown, Hamilton and Zanes- 
ville, Ohio, and those at Ashland, Ken- 
tucky, Butler, Pa., and Kansas City, 
Missouri, are the most important. Nu- 
merous subsidiaries manufacture and sell Armco’s spe- 
cialty, spirally welded culverts and pipes. Two real estate 
companies and a hotel company in Ohio complete the list 
of subsidiaries. 

Last year—due mostly to the burst of activity toward 
the close of the year occasioned by the outbreak of the 
war—Armco’s steel shipments rose 58.7 per cent above 
those of 1938 to a total of 1,410,404 tons. This was not 
by any means a record, for in 1936 and 1937 shipments 
were considerably higher. Nevertheless, the showing 
was quite satisfactory as compared with average years 
of the past decade. The gain in shipments was not, 
however, accompanied by similar increases in net in- 
come for average prices were lower than a year before 
and thus the increase in net income was but 35.4 per 
cent. 

The outlook for this year is somewhat better. Al- 
though data on shipments are not revealed at interim 
periods, net income for the first half of this year—ex- 
cluding non-recurring items—was nearly 65 per cent 
higher than a year ago. Including non-recurring income 
of $400,000 in the first half of 1939 the company re- 
ported $0.23 a share of common stock as compared 
with $0.37 a share for the period ended June 30, 1940. 
These figures would seem to indicate that the com- 
pany is operating at a high rate of production and 
with better prices prevailing during the second half of 
the year than in the first six months it is probable that 
earnings for the full year period will not only be 
sharply higher than those of a year ago but that they 
will also compare very favorably with those of 1936 
and 1937 when net income per share was at the best 
levels since 1930. 

Early last August it was revealed that the company 
had contracted to sell to two insurance companies an 
issue of $7,500,000 of 10 year, 3 per cent debentures. 
As of August 1, 5,000,000 par value had been issued. 
The funds so obtained were used to retire $2,000,000 par 
value of 4 per cent first mortgage guaranteed notes and 
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The delivery side of Armco's cold reduction 
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the balance to replenish working capital. The new bonds 
carry sinking fund provisions of 10 per cent per annum 
after 1945 and restrictive clauses on the payment of 
dividends and the retirement of other securities. These 
restrictive clauses will not prevent payment of divi- 
dends on both the common and preferred stock al- 
though it will prevent the redemption of the preferred 
stock as a whole unless net income rises to much greater 
heights than in the past. 

No dividends have been paid on the common shares 
since the distribution of $0.40 a share made on December 
15, 1937. Subsequent dividend payments on the pre- 
ferred shares were erratic but on August 30 the last of 
the preferred dividend accumulations were paid off and 
since that time the regular quarterly preferred pay- 
ment for the third quarter has been made. With pre- 
ferred accruals now out of the way there is no doubt but 
that the common stock will again participate in the 
earnings although the first (Please turn to page 116) 








EARNINGS 





h 
°o 


Ww 
o 








ro) 











PRICE RANGE - DOLLARS 
N 
°o 
EARNINGS - DOLLARS PER SHARE 


| PRICE RANGE | 


35 '36 °37 

















‘32 ‘33 '34 ‘38 '39 '40 




















Another Look at the Liquor Stocks 


Rising Taxes Must Be Accompanied by Lower Selling 
Prices to Maintain Consumption Volume 


BY PHILLIP DOBBS 


O N July 1, 1940, the U.S. Government added an addi- 
tional $0.75 tax on a gallon of spiritous liquor which 
brought the total Federal impost up to $3 a gallon or $0.60 
on the usual “fifth” bottle which constitutes the unit of 
the trade. In certain states another tax is also imposed 
which raises the tax impost considerably higher. In New 
York State, for instance, the additional tax amounts to 
$0.20 a bottle which means that liquor bought in any 
part of New York State is taxed as high as 60 per cent 
of its average selling price leaving 40 per cent as the value 
of the product itself. 

As is customary in any luxury trade, the seller almost 
invariably attempts to maintain profit margins—and 
often improves them—by passing any increased costs 
and taxes on to the ultimate consumer. But it did not 
work out right in this instance. The public’s reaction 
to higher taxes on liquor was to purchase considerable 
quantities of their favorite beverages prior to the date 
of effectiveness of the new tax impost and after the tax 
went on, the consumer purchased considerably less than 
customary, confining new buying to replacement needs 
only. In other words, the consumer had anticipated his 
wants for as far ahead as he was financially able to do 
so and then proceeded to satisfy his wants from his 
stocks on hand. 


Prices Down—Sales Up 


The heavy rush to stock up before July 1 naturally 
resulted in a cleaning out of dealers’ stocks which were 
replenished in July. It is therefore not surprising to 
learn that July withdrawals from bonded stocks were 
about 26 per cent higher than a year before. What is 
not apparent is that a large part of July’s and even 
subsequent months’ consumer needs had been satis- 
fied in advance. The retail end of the liquor industry 
soon found out that such was the case for retail sales 
in July, August and September were distinctly sub- 
average. In the liquor industry merchants seem to know 
only one way in which to stimulate sales and that is to 
bring prices down so low that consumers can’t resist 
buying. As usual, such tactics were inaugurated and, 
again as usual, were carried to excess in some localities. 

Price cutting has long been recognized as one of the 


most flagrant evils of the liquor industry. In New York 
City, as a case in point, one retailer will not be under. 
sold by his neighbor, so that the latest “price war” has 
been carried out to the point where profit margins have 
just about vanished. The consumer, standing between 
the warring merchants, has reaped the benefits of lower 
than cost prices and is now once again well supplied with 
surplus stocks of liquors. This time many consumers 
cellars hold an ample supply to do them over the holi- 
days with the result that the usually brisk holiday busi- 
ness will probably remain at sub-normal levels for what 
is, for the retailer, normally the most profitable season of 
the year. Since approximately 15 per cent of all of the 
liquor sold in this country is purchased in New York 
City such developments will have an important bearing 
upon the total retail liquor trade of the country. 

The public has long since stopped measuring its liquor 
requirements by the gallon. Now, normal consumers set 
aside a certain amount of dollars to satisfy their desire 
for alcoholic beverages and their gallonage consumption 
is guided accordingly. Traceable consumption of liquor is 
still running well below that of pre-prohibition times but 
if the distillers and retailers insist on keeping consump- 
tion up to present levels they must absorb the greatest 
part of any further taxes and higher costs themselves. 

In the recent past, retail profit margins have been too 
high. The normal mark-up on a bottle of domestic 
liquor at retail has been 40 per cent and in some cases 
the addition has amounted to as much as $0.80 a bottle. 
Before the price wars developed many retailers insisted 
upon keeping their profit margins while at the same time 
reducing prices. These demands resulted in two things: 
the granting of further concessions from list prices by 
rectifiers and distillers and the rise of private brands to 
circumvent certain state laws which fixed selling prices 
of some nationally known brands. Neither of these 
moves improved the profit situation of the rectifier and, 
to a lesser extent, the distiller. The retailer in the future 
will be forced to be satisfied with a considerably smaller 
mark-up in order to maintain sales volume although the 
distiller is, for the present, in a somewhat less vulnerable 
position. 

After a satisfactory base supply of liquor has been 
laid down by a distiller he theoretically confines subse- 
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quent production to the quantities need- 
ed to replace withdrawals from stock. 
There should normally be years when 
consumption exceeds production and 
others When production exceeds demand. 
Varying raw material prices are the 
modifying determinants of any year's 
actual output. With raw materials at 
low price levels and the possibilities 
favoring higher commodity prices over 
the next several years the distillers 
should be active this year and it is under- 
standable that whiskey production, for 
instance, should be running well ahead 
of demand. The excessive stocks of 
older bonded liquors which threatened 
the market earlier this year have in great 
part been taken care of by the absorp- 
tion of a number of smaller distillers by 
the leading units. While this may pre- 
vent excess stocks from being dumped 
in order to raise immediate cash they 
are expensive to maintain. It is unlikely 
that their increasingly great age will 
bring the high selling prices which were 
previously accorded matured whiskies 


with the result that even though they were acquired at 
reasonable prices by their present owners, profit margins 


will not be high. 


While the threat of excessive stocks has been amelio- 
rated for the present, there are other just as potent 
adverse possibilities which add to the uncertainty in con- 
The most potent 
of these is the tax situation. Last year the liquor indus- 
try contributed about $1,010,000,000 to the Federal and 
state governments in the form of taxes. 
the Federal Government received $636,000,000 while the 


nection with the distillers’ outlook. 


Cushing Photo 





“New Low Prices"—the current pass-word in the liquor trade war. 


Of this sum 


various other taxing bodies received the remainder. 


would seem as if such a contribution from one small 
industry would be satisfactory but the new Federal tax 
is expected to collect an additional $166,000,000 while 
many state and municipal: bodies have either increased 


their take or propose to do so in the near future. 
fact that the Federal tax is collectible as soon as the 


The 


liquor is bottled places an increasingly large burden 


It 


upon the distillers’ finances for they must pay the tax 
before their product can go out to the jobbers and re- 
tailers. And even should taxes be marked up sharply 
from these high levels it would not be any guarantee 
that the end had been reached for during the last war 
taxes on distilled liquors reached substantially greater 
heights than present levels, actually to $6 or more a 
gallon in 1919. 

One of the theories dear to the hearts of militant pro- 
hibitionists is that the liquor industry can be taxed out 
of existence. What actually happens when taxes rise to 
such heights that the ordinary consumer is no longer 
able to buy his requirements 


(Please turn to page 118) 





Outlook for Individual Distilling 


Earned Per Share 


__Compeny _ 1939 _1940E 
American Commercial Alcohol d$0.40 $0.50 
Austin Nichols (April)... . d1.89 d1.c0 
Bown Forman Distillers 0.34 N.E. 
Distillers Corp.-Seagrams (July) 3.29 4.75 
National Distillers... 3.43 3.60 
Walker-Goodersham Worts. (Aug). 4.00X 4.0CX 


d- Deficit. 5- Estimated. X- Cancdion funds. W.E.—Ne estimate, 


1940E 


Dividend Price Range 

BI4- 4% 

51%4- 1% 

We- 1% 

$2.00X 20 -12% 
2.6 26-17 

4.CCX 35%4-T1h 14 


1940 


Recent 
Price 


5% 


2% 


2%, 


17%, 


20% 


281%, 


Companies 


CCMMENT 


Earnings have recovered modestly but longer term outlook is un- 
inspiring. Heavy competition and much idle plant capacity restrict 
profit margins, while sizeable bank loans prevent early dividend 
distribution. 

Concentration on liquor business first served to improve profits, but 
shrinking profit margins and rising competition will offset better 
gross sales. Cash position is not heavy and dividend payments 
are remote. 

Bank loans are heavy and trade position relatively poor from com- 
petitive angle. Earnings are not sufficiently good to warrant any 
expectation of dividends even if there were not already a heavy 
accumulation of unpaid preferred dividends. 
Manufacturing costs in Canada are rising which may eventually 
restrict profit margins. Despite the fact that most of the company’s 
business is in the United States, dividends are payable in Canadian 
funds which adds another uncertainty to the situation. 


Profit margins are likely to be lower on basis of probable absorption 
of at least part of new excise taxes. Average earnings have been 
high, so that profits taxes will have no appreciable effect. Dividend 
rate is secure but growth prospects are relatively poor. 

Profit margins on liquor sod in this country will decline. In addition 
the 5% Canadian tax on dividends paid to non-residents of Canada 
plus the fact that funds are payable in Canadian money restrict to 
appeal of the sheres. 
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= the fact that Alexander the Great was sup- 
posed to have tried out a species of submarine and the 
same type of weapon was used at the siege of Troy, the 
submarine as we know it today is an American inven- 
tion—only 44 years old—and Electric Boat Company 
is the only private company in this country that seems 
willing to tackle this type of naval construction for the 
Government. Construction kinks, gadgets and methods 
vary between submarine construction and the building 
of more conventional ships as do the respective vessels’ 
methods of navigating their common element and these 
differences have resulted in the granting of numerous 
patents on submarines to the company. While the 
patents are generally available to anyone who wishes to 
build a submarine and the Government will consider 
bids for the construction of such craft from any reputable 
builder, few such builders of late seem to care to partici- 
pate in any available business with the result that Elec- 
tric Boat enjoys a virtual monoply by common consent. 

Electric Boat gained most of its experience in building 
submarines during World War days. True enough, the 
company had been building submarines for mildly inter- 
ested naval authorities for several years prior to that 
time, but the experience gained by the finishing of a 20- 
boat order for the British Government alone gave the 
company a strong insight into standardization methods 
and permitted construction speeds that have since been 
bettered by more or less constant practice. After the 
war the company fell upon hard times for it will be 
remembered there was a naval “holiday” wherein all of 
the nations were to refrain from building any more ships 
and especially the insidious submarine. Through good 
luck and very close management, Electric Boat managed 
to survive the holiday with most of its management and 
key staff intact. It was not until 1931 that submarine 
business took a turn for the better which has ended in 
a rush of orders that promises to hold activities at peak 
levels for the next two or more years. 

The present European war has definitely proven that 
there are two primary weapons of both offense and de- 


Better Days 


for Electrie Boat 


Facilities of Only Private 
Submarine Builder Are 
Taxed to Capacity. 


BY GEORGE W. MATHIS 


fense; the airplane and the submarine. Both German 
and England have employed these machines with tellin 
effect and our armed forces have not been slow to profi 
by the example. At the present time the U. S. Navy 
has only 103 submarines in service and an additional 3 
on the ways. Approximately 43 more have been ordere! 
but even should all of these vessels be immediatel 
available they would not be adequate to guard effec 
tively our Atlantic and Pacific coasts to say nothing ¢ 
protecting our island possessions, particularly Hawaii. 
Many competent authorities place the required nun 
ber of submarines at approximately double those alread; 
on hand or on order. This would, if accomplished, bring 
the total number of submersibles to something under 5fl 
ships of all ages and degree of services: 
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bility although it must be admitted thal 
approximately 90 per cent of the ship 
would be relatively new. If this cow: 
try had 500 submarines it would be jus 
about on a parity with the combinel 
forces of Germany, Italy, Japan ani 
Russia at the beginning of this war al 
though since that time an undisclosed 
number of ships have been built by the 
Axis powers and their friends and _ ut 
doubtedly the best part of France's ac 
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credited 100 submarines have been mat 
available to Germany. 
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The Navy yards would unquestiot- 
ably build a large part of any addition® 
submarines ordered for this has been th: 





practice for a number of years past 


Nevertheless the Navy’s facilities at 

















limited and Electric Boat will have lit 
tle or no trouble in securing as muti 
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business as desired. Other shipbuilding 
yards may eventually be induced to takt 
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Wide World Photo 


The U.S.S. Nautilus, one of the largest of our submarines, on sea duty in the 
Pacific. Vessels similar to this are being built by Electric Boat Co. 


but even in that event, Electric Boat should benefit be- 
iquse of its ability to make certain parts which could 
more economically be purchased from the company than 
tobe made by other shipbuilders. 

The main submarine building plant is at Groton, Con- 
necticut, on the banks of the Thames River and on 
and that was once borrowed from the New Haven Rail- 
nad. Until recently, the plant had only four building 
rays, but now there are four more ways under construe- 
tio which, when finished, not only will double the com- 
pany’s building capacity, but are also expected to reduce 
he time necessary to build a submarine from about 27 
months to approximately 20 months. The U. S$. Gov- 
tmment is said to be footing most of the bills for these 
new facilities, which will include adequate machine shops 
md other necessary paraphernalia, whose total cost will 
in into millions of dollars. 


Elco Also Builds Sub-chasers 


Submarines are built at Groton, but Electric Boat 
builds a first cousin to the submarine, the motor torpedo 
boat, at the Eleo Works at Bayonne, N. J. Elco boats 
have long been noted for their speed and seaworthiness; 
jualities which are featured in the new type of offense 
apon now under construction for the Navy and used 
juite successfully by the Germans in the English Chan- 
kl. It is this type of motorized torpedo boat that the 
Aiministration proposed to sell to Great Britain before 
ie fall of France. Sub-chasers and these torpedo boats 
r now being built at the Bayonne plant where 
heilities have been improved this year to the extent 
f $750,000. Eleo Works builds a fine line of pleasure 
otor boats, although it is likely that this end of the 
lsiness will have to wait on more important defense 
tk. Electric Boat also makes Diesel engines and 
any parts needed for the construction of under-sea and 
Surface craft although submarine orders are for vessels 
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powered by General Motors. Fairbanks Morse, and 
others. 

The sub-chaser of the last war has been modified ef- 
fectively and is already in active service of both the Axis 
powers and England. The new boats are approximately 
70 feet long as compared with 110 feet for the old boat 
but now carry 6 torpedo tubes, two machine guns and 
can make as high as 50 knots an hour as compared with 
less than 20 knots top speed for the former craft. These 
boats are also designed in smaller sizes although all are 
equally effective. 

Orders for submarines and other 
been piling up at a fast rate in recent months. At about 
the beginning of September unfilled orders for subma- 
rines alone were between $50,000,000 and $60,000,000 
with undisclosed amounts of business for the Eleo Works 
division. Since that time the unfilled order backlog 
has probably been expanded for much business has since 
been given out. Men working at both plants now num- 
ber more than 3,000, as compared with but 300 during 
the lean days of the naval holiday. More than 4,000 
workers are expected to be employed before the end of 
the year. 

The nature of the business would make quarter? 
earning statements of little value for ships are only 
billable after they have been accepted by their owners. 
Accordingly there have been no indications as to just 
what earnings have been so far this year. Last year the 
company earned $1.44 a share of common stock, 752.- 
726 shares of which constitute the company’s sole capi- 
tal obligation. This was the best vear since 1929. The 
earlier vear contained $3,073.963 of non-recurring in- 
come without which a deficit would have been experi- 
enced and the latter year was after deducting $2,766,061 
reserves for Vinson Act refunds. Over the long term the 
company has shown a consistent growth of carnings 
since 1933, which trend should continue as long as the 
present rate of work persists. (Please turn to page 115) 
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Public Attitude Toward 
Investments 


As a simple, direct and official 
clue to what the public is thinking 
and doing in the stock market, there 
is no better one than the figures on 
odd-lot transactions issued by the 
S. E. C. Odd-lot customers, on 
balance, sold 8,000 shares of stock in 
the week ended September 21, 
23,000 shares in the following week, 
27,000 shares in the week to October 
5 and 40,000 in the week to October 
12. The mechanics of odd-lot trad- 
ing provides that these sales are 
actually through odd-lot brokers, 
who in turn must sell in round lots 
if they wish to maintain their posi- 
tions unchanged. The brokers, 
however, actually sold only 77,000 
shares of stock in this period when 


Wide World Photo 


the customers were selling to them 
98,000 shares. In other words, the 
professionals are slightly more hope- 
ful than the amateurs. In the week 
to October 19 odd-lot customers 
sold another 28,000 shares on bal- 
ance, and then turned more nearly 
neutral. 


Operations Up; Profits Down 


The Chrysler report was another 
example of the effect of the new tax 
bill. Chrysler had not made adjust- 
ments for it in the first six months’ 
earnings, so in the third quarter 
raised its charges to allow for the 
full nine months at the higher tax 
rate. Although earnings before taxes 
showed a nice improvement, the final 
result for the nine months came to 
only $7.06 a common share as com- 


The Ryan Aeronautical plant at San Diego where capacity has just been doubled 
and operations are now in three shifts, six days a week. 
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For Profit and Income 


pared with $7.22 a year earlier, Ne 
ertheless, the dividend was raised 
$1.75 from the $1.25 rate recent 
prevailing. 


Third Quarter Reports 


The impact of the increased ny 
mal taxes and new excess-prof 
taxes is becoming visible in a vey 
practical way in the corporate 
ports now appearing for the thi 
quarter and the first nine month 
of the year. American Telepho 
for example, had a very nice it 
crease in gross revenues to show bi 
company earnings in the third qua 
ter actually amounted to $2.37: 
share as compared with $2.40; 
year earlier. Here is a case whe 
intensification of this trend wolf 
raise the old problem of whell 
dividends at the $9 annual nj 
could be maintained. 

Also, despite a substantial increay 
in business, Johns Manville was abi 
to show. a gain of only 22 cents 
share in the third quarter fr 
$1.58 in 1939 to $1.80 in 1940; al 
National Gypsum managed only | 
maintain its rate of a year ago at! 
cents a share. 


General Foods and Corn Produc 
Refining reported lower income in th 
third quarter than a year ago. Cu 
Products net amounted to $1.89 p 
share for the first nine months | 
the year, which compared with $2: 
in the same period of 1940. Gene 
Foods earned 55 cents a share in th 
third quarter against 84 cents. 

More encouraging were the ™ 
ports of General Electric with $1.2 
share in the first nine months of 
year a 50 per cent increase, a 
Westinghouse with $5.46  agaill 
$3.39 in the first nine months of 199 

Alpha Portland Cement repor! 
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emings for the twelve months to 
September 30 of $1.22 a share, 
dightly below the $1.26 of a year 
ago. Yet this stock has since been 
strong and making news highs for 
the year on the prospect for its in- 
dustry as a whole. 










What the Market Thinks— 





Steels—Orders placed a year ahead. 
Priorities soon. Pressure for output 
wil cushion any short waves of 
doubt as to need for early buying. 
Motors—Featured by General Mo- 
tors recently above 50 (1940 high 
563g) and Chrysler at 82 (high 
915g). Packard backlog of motor 
production phenomenal. 
Oisk—Reconciled for time being to 
Far Eastern dangers. 
Aircrafts—$3,500,000,000 of orders, 
$55,000,000 monthly rate or $660,- 
000,000 a year. With production at 
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| & Veil §700,000,000 annually the backlog 
rate ME should be good for five years. But 
he thi taxes hurt. 

Pe Coppers—Cheered by general firm- 
aa hess in commodities, despite govern- 






ment attitude against run-up in the 
red metal. 

Mail Orders & Dept. Stores—Doubt- 
ful of effects of taxes, conscription, 
© whe "sing costs and raw material prices. 
1 woul Farm Equipment — Favorable fiscal 
whethg Year, better earnings, possibility of 
war orders, no market interest. 
Railsk—Loadings making disappoint- 
ing comparisons because of drop in 
coal and lumber shipments. Longer 
term encouraging. 

Utilities — Election bets — but not 
Commonwealth & Southern. Elec- 
tric Power preferred issues lead this 
group as usual. 

'Foods—Growing uneasiness as to 
elect of taxes on stable earners. 
New lows for Corn Products. 
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Copper Glut Reversed 






In keeping with the apparent all- 
or-nothing nature of the economy, 
discussions are now veering to the 
Possibility of importing copper from 
South America. From a glut, with 
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31.008 domestic mines in some cases com- 
of tif pletely closed, in recent years, we 
>, af are now at the point of consuming 







gail More than we can produce. The 
f 195 four-cent excise levy on copper im- 
port Portations will receive some exam- 
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Comparison of Leading Steel Issues 


Earnings per share Bethlehem Inland 
Sod cuanles 0006... .ncecccscces d$0.45 $0.69 
Me emma A9GE: .. occ ccc ccces 0.56 1.12 
1st quarter 1939.................. 0.17 1.28 
Sid GUO TOE, 5 5 oo cs.ces ccccneie 0.61 1.08 
3rd quarter 1939........... arte 1.10 1.59 
Ath quarter 1939.................. 3.74 2.82 
Lo | EAS eer 3.02 1.88 


2nd quarter 1940...... tienes 3.07 1.76 
3rd quarter 1940.................. eee cae 


pa Se 58%, 7145, 
IRIN cicratcaias s4 she cles'es 100 983/, 
GI Scwccadcceascenenss 501%, 67 
GMI nist cucecviecs es 89, 901, 
SUN bng Saciecen iceccece 6314 661 
WER oda ccccadccsaaseass 84 838 


Price Earnings Ratio* 


pe a. 65.9 17.9 
September 12, 1939.......... 111.5 23.4 
Wee OG: SO < vec cccsnces. 8.3 9.8 
CO EE Pee eee oO 10.9 


d—Deficit. *—Based on last four quarters to date of ratio. 


National 


$0.84 
1.23 
1.10 
0.89 
1.32 
2.40 
1.82 
1.36 


Republic 


$d0.53 
d0.05 
d0.01 
d0.01 
0.40 
1,08 
0.43 
0.47 
0.96 


16 

281 
12% 
23% 


19% 


8.5 
6.7 


United States 


d$1.40 
d0.22 
d0.65 
d0.57 
0.47 
2.59 
1.24 
1.48 


46% 
823/44 
415 
68% 


6434 


12.6 
11.3 





ination soon, if this trend continues. 
Copper stocks have been active in 
the market lately with Anaconda 
among the most heavily traded day 
after day. Nevertheless, the leaders 
in this group have failed to gain 
much ground and the only impres- 
sive percentage improvement has 
been in Consolidated Copper Mines. 


Government Wool Buying 


The National Association of Wool 
Manufacturers has issued figures 
showing that in the three months 
ended August 31 government agen- 
cies purchased at least 40 per cent 
of the men’s wear fabrics sold by 
member mills. At the end of that on 
period government business ac- 
counted for only 34 per cent of un- 
filled orders, indicating that pressure 
has been put on manufacturers to 
speed deliveries to the U. S. agencies. 
Outstanding among the companies 
to benefit from the entrance of the 
Government into the woolen market 
on a large scale is American Woolen 


orders orders alone is estimated to 
be in the neighborhood of $25,000,- 
000. Data on the preferred stock of 
this company is supplied in the 
thumbnail feature on page 102. 


Tax Catch 


The problem of assessing charges 
under the excess-profits tax 


against individual quarterly earn- 
ings is a difficult one. For example: 
a company with a base exemption 
of $10,000,000 earned $3,000,000 in 
each of the first three quarters of 
the current year; the total for the 
nine months is under the exemption 
and the company has therefore not 
incurred any tax on excess profits. 


One way of handling would be to 


ignore this charge until actually in- 


curred and thereby penalize fourth 


Its backlog of government 


excess 


World Telephone Gains 


might 


quarter income to a very substantial 
extent. Otherwise, it would be nec- 
essary to make some rather dan- 
gerous estimates of how profits will 
actually run in the fourth quarter 
in order to determine what the tax 
profits 
amounted to in the first, second and 
third quarters. 

The whole problem requires im- 
mediate attention so that at the 
very least stockholders will be in- 
formed as to what it actually means 
when a company reports earnings of 
so much a share “after taxes” for an 
interim period. 


have 


International Telephone has recov- 
ered half the ground lost in Spain 
because of the civil war. 


The com- 


pany’s report shows 319,632 tele- 


phones on the company’s lines to- 


day, a gain of 28,360 in the year, still 





about 30,000 less than at the start 
of the civil war. 




















Homestake Bucks Rising Costs 






Earnings React to Leaner Ores and Richer Taxes 


BY JESSE J. HIPPLE 


As the owner of the largest American deposit of what 
was once considered to be the best hedge against infla- 
tion—gold—Homestake Mining would be in a pre- 
ferred position if it were not for the fact that the com- 
pany has but one customer for its metal and that 
customer pays a price fixed by law at $35 an ounce 
regardless of production costs or other uncontrollable 
expenses. Of course, it is not likely that the Govern- 
ment’s buying price for gold will be reduced, for such a 
move would involve a tremendous amount of economic 
re-adjustment. There is more of a chance that gold may 
be priced higher over the longer term, but since this 
power is one of the Government’s most useful weapons 
in fighting its own economic battles it is not likely to be 
used lightly or inadvisedly. From what can now be 
seen it would seem as if Homestake can count on no 
more and no less than $35 an ounce for its gold for at 
least the time being. 

This year Homestake has departed from conventional 
practice in operating its property. Reason would dic- 
tate that a gdld producer would confine his attention to 
lower grade ores when operating costs were low in order 
to be able to work such deposits economically. Con- 
versely, when costs are high, most operators confine their 
attention to their highest grade ore in order to get out 
the most gold for each dollar of operating expense in- 
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volved. Perhaps for mechanical reasons connected with 
the new developments of lower levels of the mines and 
because the company must clean out an accumulation of 
low grade ore garnered in proving reserves, Homestake 
is now working admittedly leaner ore despite rising op- 
erating costs and taxes. 

Homestake’s mine is large and it is old. The prop. 
erty, located in the Black Hills of South Dakota, was dis. 
covered in 1876 and in the following year was sold to the 
Homestake Mining Company. By 1787 the mine was 
developed to a production stage and it has been oper. 
ated continuously since that time, a matter of some 8? 
years. Production of gold has varied greatly since those 
early days with the output averaging increasingly higher 
as new mine levels were opened and ores of greater rich- 
ness have been uncovered. In the latter respect, Home- 
stake Mine is unique, for the ore has grown richer as 
development work has increased. From this it must not 
be gathered that Homestake has no marginal or low con- 
tent ore for it has an ample supply of just such material 
and it is a substantial contributor to the mine’s yearly 
output of gold. 


Gold Production High 


During the past ten years, Homestake has produced 
5,074,754 fine ounces of gold or an average of 507,475 
ounces yearly. Last year the production reached 570, 
000 ounces and was the best output for the decade. 
This year, due to the heavier working of lower grade ore 
it is probable that gold production will fall off some- 
what although despite the poorer content of this year's 
ore, the gold output will probably be about average 
or more than 500,000 ounces. However, the work which 
is making the use of low grade ore necessary at a time 
when operating costs are high and are mounting wil 
have a later benefit since it will enlarge the scope of the 
mine’s known ore reserves which even now are calculated 
to last for another 13 years, at least. at the present rate 
of production. In considering this 13-year reserve it 


must be remembered that such figures only represent the 
ore in sight—proven by diamond core drilling—and can- 
not consider the ore that is as yet beyond the reach of 
the probing core drills. As was pointed out earlier, the 
mine is now well over 50 years old and is apparently 
getting richer as time goes on. 

Homestake Mine is not an easy mine to work for 
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ghile the gold is free milling, it is contained in very hard 
rock which must be tunneled and blasted in just the 
same manner in which the New York Subways are built. 
Fach year the mine averages 36,000 feet of new tunnel 
driven through hard rock at an estimated cost of more 
than $15 a foot. Even then, these tunnels are usually 
to reach fresh ore and the by-product of such opera- 
tions is waste rock which must be removed before min- 
ing operation can begin in earnest. Approximately 600,- 
000 tons of such waste rock are handled each year al- 
though it has some value since it is mostly used to fill 
mined out sections in order to prevent cave-ins at a 
later date. Nevertheless, the cost of bringing down this 
rock is in itself a large item, calculated to be approxi- 
mately $500 a day for dynamite alone. 

First indications of the richness of the Homestake 
Mine were found by placer mining in the vicinity of the 
main ledge and after the discovery of the present lode, 
mining operations were soon down to a 600-foot level. 
Now mining operations are conducted at 20 levels from 
700 feet to 4,400 feet with development work still going 
on at the 4,700-foot level. This means that the shaft 
is 4,700 feet deep and from this shaft radiate galleries 
that follow the ore bed according to its width. Opening 
up and making a level ready for production costs up- 
ward of $2,000,000 depending upon the shape and posi- 
tion of the ore-body itself. The return upon this de- 
velopment work depends upon the richness of the ore 
and the effort required for the recovery of its 
gold content. 

Homestake mines approximately 1,400,000 
tons of ore yearly and at the close of last year 
in addition to 196,913 tons of ore still to be 
raised to the surface for processing, had an esti- 
mated reserve of 18,395,991 tons of ore of vary- 
ing richness. Of this total amount, approxi- 
mately 7,653,400 known tons of ore were in a 
new ledge discovered in 1936 upon which Home- 
stake is concentrating much of its efforts this 
year. The ore in the new ledge is not quite so 
rich as that in the main ore body although the 
gold content is quite large enough to permit 
profitable exploitation until such time as operat- 
ing costs and taxes make the processing of any 
but the richest ore uneconomical. 

Tales of gold recoveries almost invariably 
consist of the finding of large nuggets of pure 
gold that need only be rushed off to the mint in 
order to secure their full cash value. While 
there is a sufficient basis in fact to justify such 
fiction, nothing could be further from the truth 
in the case of Homestake Mining. When the 
gold bearing ore has been mined the recovery 
of the metal itself is still far away and subject 
to considerable further expenditures of time, 
money and knowledge. Except for the pretty 
gold flecks in the matrix, a layman would find 
little similarity between the gold ore of fact and 
the gold nugget of fiction. Literally, it takes 35 
tons of gold bearing ore from the Homestake 
mine to produce one pound of marketable gold. 
The ore comes out of the mine in much the same 
state as rock out of any excavation although 
this rock is far harder than the usual lime or 
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Nesmmth 
Many miles of tunnel drilled through solid rock to reach gold bearing ore, 


sand stone most commonly encountered when more pro- 
saic work is under way. In order to recover the gold 
these lumps of very hard rock must first be broken into 
2-inch pieces much in the same manner as road stone is 
prepared but after that it is crushed to *4-inch size and 
finally, the ore is crushed much finer than wheat flour. 

After the ore has been powdered the gold content is 
still a long way from the mint and must undergo much 
additional, expensive treatment. Two methods of re- 
covery are used at Homestake; the cyanidation and the 
amalgamation processes. Amalgamation, or treating 
with mercury, recovers about 60 per cent of the ore’s 
gold content. The residue is treated with a solution of 
cyanide of potassium which dissolves the gold and later 
the metal is precipitated through reaction with zinc. 
After the process is completed the solution contains 
but one part of gold in 3,000,000; an amazingly com- 
plete separation. The amalgam and the precipitate 
are sent to the refinery for further processing with heat 
which removes such impurities as iron, copper and lead 
through chlorination and the recovery of the mercury 
and whatever silver may be present in the mass. When 
no more dross floats to the top of the crucibles, the gold 
is cast in 500-ounce bars which are exchangeable—only 
with the Government—for $35 an ounce. 

Last year Homestake produced $19,922,964.60 worth 
of gold bullion at an operating cost of $5,451,568. Added 
to these costs were relatively (Please turn to page 116) 


penetrate the Homestake mine. 
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Doping Out the Election 


By E. K. T. 


I. horse-race language, the 1940 Presidential election 
enters the home stretch with Roosevelt leading by a 
length but Willkie closing the gap rapidly with still a 
chance to nose out ahead in what may be a photo- 
finish. 
That seems to be the consensus of the polls and po- 
litical dopesters as the campaign enters its final week. 
All agree that the popular 
vote will be rather close, with 
Roosevelt getting between 48 
and 56 per cent. But because 
of our electoral college system, 
with each state’s vote cast as a 
unit, a close popular vote does 
not necessarily mean a close 
electoral vote. In fact, it is pos- 
sible for Roosevelt to get 51 or 
even 53 per cent of the popular 
vote and still fall short of the 
necessary 266 electoral votes— 
if the popular vote is distributed 
in a certain way—or to win by 
an electoral vote landslide with 
a small popular plurality. 
This situation, plus the indi- 
cations that the vote in many 
pivotal states is in the balance, wide World Photo 


i 2 
g 

a ii 
a 
ay 


many important states are in the doubtful column. But 
Dr. Gallup himself warns against taking these figures 
at face value for reasons common to all such surveys, 
First is the human factor—it is impossible to get a con- 
pletely accurate sample, and persons polled may not all 
give truthful answers. Second is the large number of 
“undecided” voters— ranging from 8 to 15 per cent in 
pivotal states, or far more than 
enough to determine the out 
come. Third is the statistical 
margin of error—Dr. Gallup ad- 
mits 4 per cent, which means he 
must put in the doubtful col- 
umn a dozen states in which he 
shows a majority of 54 per cent 
or less for either candidate. 
Fourth is the time-lag—some 
voters may change their mind 
between the time of the poll 
and election day. 

Pro-Willkie analysts give ad- 
ditional reasons for feeling thei 
candidate will show up better 
than the Gallup poll indicates 
In 1936 the Gallup poll under 
estimated Roosevelt’s strength 
by 6 per cent—double that i 


makes it hazardous to forecast Roaring welcomes for both candidates prove the some states. Dr. Gallup claim: 


the outcome with absolute cer- 
tainty. Every poll shows a percentage of “undecided” 
voters sufficient to swing the election, and eleventh- 
hour campaign tactics might bring the decisive push. 

Claims of political leaders don’t mean a thing, though 
experienced political writers can frequently read much 
between their lines. This year they report that the 
Democratic workers are considerably less confident than 
they appear, while the Republican claims are more than 
stereotyped boasts. 

Straw votes and polls are the chief reliance of both 
professional and amateur election dopesters. Most 
widely seen is the Gallup poll, published in dozens of 
newspapers. This shows Roosevelt leading, Willkie 
cutting down the lead, and the margin so close that 


country still loves a hard-fought campaign to have corrected that, and the 


unbelievers think his readjustment may over-estimate 
Roosevelt strength in 1940. Most of the other polls 
regional and national, show Willkie somewhat stronger, 
by and large, than the Gallup poll, and the difference if 
sufficient to give Republicans ground for optimism — 
Notable among these is the Pathfinder poll, now run by 
Emil Hurja who correctly forecast the ’32 and ’36 elec f 
tions when serving as analyst for the Democratic ne 
tional committee, and which indicates an electoral col: 
lege majority for Willkie. Republicans ballyhoo the 
Dunn survey predicting a Willkie landslide; this claims 
statistical refinements which reduce the margin of erry 
to an infinitesimal fraction, but other analysts ary 
skeptical. Local and regional newspaper polls arp 
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subject to wide margins of error but these are frequently 
offset by the knowledge of local conditions held by the 
political editors who conduct and interpret them. And 
in the doubtful states these polls also indicate a very 
close election. 

Newspapermen can be biased, misinformed, and just 
plain wrong, but the opinions of Washington correspon- 
dents and experienced political observers here and else- 
where are a valuable index of current conditions. A few 
weeks ago at least 80 per cent of the more impartial ob- 
servers were forecasting a Roosevelt victory with from 
300 to 500 of the 531 electoral votes. Now practically 
all of them are revising their predictions. Most of them 
say Roosevelt is still ahead “as of today,” but that his 
majority will be much smaller than they thought a while 
ago, that Willkie is making gains which might possibly 
put him across, and that the events of the final week of 
the campaign can tell the story. They are puzzled by 
the undercurrents of popular feeling which make the 
election difficult to predict in many states, and while 
they figure out that it will be difficult for Willkie to win, 
most of them decline to say it is impossible. Based on 
off-the-record interviews they report that scores of local 
Democratic leaders are far from confident. Few travel- 
ling political writers are making definite predictions 
about any of the key industrial states in the belt from 
the Atlantic to the Mississippi. 


How Electoral Votes Add Up 


Accepting the polls and political estimates as a correct 
picture as of the time they were made (and they don’t 
all do that), the Republican campaign workers give a 
number of reasons for claiming that Willkie’s popularity 
will increase rapidly in the wind-up and that he will 
capture a majority of the votes November 5. They say 
they deliberately permitted a let-down and even a slump 
in early summer (you can believe that or not) so as to 
have a rising tide of support in October. They say 


} many voters are secretly opposed to a third term and 


will vote against Roosevelt though not admitting it pub- 
lily. They say special surveys of “undecided” voters 


| indicate that considerably more than half of them will 


support Willkie. They say the very heavy registration 
in many states shows that the people are aroused to the 
dangers of a third term and those who never bothered 
to vote before will turn out for Willkie (Democrats 
argue the reverse, but all observers are puzzled by the 
large registrations). They say support is swinging to 
Willkie faster than the poll-takers can catch up with 


it and the momentum of the final week will put him 


over. They say the Roosevelt supporters are apathetic 
while the Willkieites are crusading enthusiastically, 


_ and that this psychological factor will show up in the 
| ballots. They say that Democratic plans to pin a pro- 
: German label on Willkie the last days of the campaign 
were ruined by a premature effort by the Negro branch 
_ of headquarters which proved to be a boomerang and 


has helped Willkie. They say that any “crisis” moves 
or dramatic actions by Roosevelt now are too late as the 
public will recognize them as having purely political 
motives. They say that Roosevelt is now on the de- 


and is fighting a desperate political battle, all of which 
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LATEST NATIONAL POLLS 


Gallup poll gives Roosevelt 54.5%, of popular vote 
and 410 electoral votes to 121 for Willkie. 

Fortune poll gives Roosevelt between 55 and 57 per 
cent of popular vote and defers estimate of electoral 
vote. 

Pathfinder poll (Emil Hurja) gives Willkie 300 elec- 
toral votes to 231 for Roosevelt, but reports key states 
extremely close. 


Key State Indications 


New York: Gallup sees 49% for Roosevelt; Daily 
News, 50°; Pathfinder, 48%. 

Pennsylvania: Gallup gives 54°%/, to Roosevelt; 
Pathfinder, 49.9%. 

Illinois: Gallup gives 49% to Roosevelt; Pathfinder, 
48°,. 

Ohio: Gallup gives to Roosevelt by 51%; Path- 
finder to Willkie. 

There is a time lag in all polls. Gallup samples 
except for New York were taken between Oct. 14 
and 22; Fortune between Oct. 1 and 14; Pathfinder, 
prior to Oct. 15. 





certainly does not strengthen Roosevelt’s position. 

All these Republican claims may prove to be mere 
wishful thinking, but they are factors out of which po- 
litical writers weave columns, and they have enough 
basis of support to make impartial observers hesitate 
before predicting an easy Roosevelt victory. 

Political dopesters spend hours playing a sort of chess 
game with electoral votes. The game is: If this candi- 
date carries such and such states, then he can win with 
certain others. It’s like the old gag “If we had ham we 
could have ham and eggs, if we had eggs,” but every- 
body’s doing it. Here’s how: 

Get a U. S. map and make a table of the electoral 
votes of each state. Most any newspaper has such a 
table. Each state has electoral votes equal to the num- 
ber of its Senators and Representatives in Congress.) 
Total votes, 531; majority, 266. Give Roosevelt the 
Solid South—10 states, 113 votes. Then take the bor- 
der states—Maryland 8, West Virginia 8, Kentucky 11, 
Tennessee 11, Missouri 15, Oklahoma 11. Six states, 64 
votes. Decide whether or not Willkie has a chance in 
any of them; polls show Roosevelt ahead in all of them, 
though just barely in Missouri; and Maryland, West 
Virginia, and Kentucky are often very close in national 
elections. 

Concede Roosevelt the South and Border states—177 
votes. He needs 89 more to win. That sounds easy, 
but here is where the chess game comes in. He could 
do it with New York (47) and Pennsylvania (36) and 
one four-vote state, and if you concede him these the 
game is over. But both N. Y. and Pa. appear to be 
in the balance, so try it another way. Give Roosevelt 
the Pacific Coast—California 22, Oregon 5, and Wash- 
ington 8—and Massachusetts 17, Connecticut 8, and 
New Jersey 16. This totals 73 votes, but if there is any 
doubt about New York and Pennsylvania, there is some 
doubt about some of the six (Please turn to page 118) 















AMERICAN WOOLEN COMPANY 
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BUSINESS: This company manufactures approximately 15 per cent 
of all of the domestic wool fabrics used in the United States. Products 
include woolen cloth, knitting yarns, worsted fabrics and yarns and by- 
products. At the close of 1939 the company owned about 25 individual 
mills almost all of which are located in New England. In the recent 
past properties have been strongly reorganized with many inefficient 
plants sold or otherwise disposed of. Products are distributed directly 
to clothing manufacturers and retail stores. Mill operations normally 
call for the use of upward of 100,000,000 pounds of wool yearly. Con- 
siderable new busi is coming from the Government for army uni- 
forms and other equipment. 


FINANCIAL POSITION: The capital structure is relatively simple with 
$1,100,000 of 31/4, per cent mortgage bonds being followed by 350,000 
shares of preferred and 400,000 shares of common stock. There were, 
however, about $6,350,000 in bank loans outstanding at the mid year. 
Also as of June 30 there were unpaid accumulated dividends on the 
preferred stock amounting to more than $80 per share. The financial 
position was strong on the date of the last statement with current 
assets of $42,355,694, exceeding current liabilities of $9,123,045, by a 
wide margin. The current liabilities included the above mentioned 
bank loans. Due to heavy government orders the backlog of unfilled 
business is at high levels and is expected to increase. 





OUTLOOK: Although earnings have been erratic in past years the 
company has been attempting to work down the accumulation of divi- 
dends on the preferred stock. So far this year $3 a share has been 
paid and with a favorable year end position in sight, it is probable 
that some further payment will be made either before the year end or 
early in 1941. While the company and this security are not wholly 
immune to at least a part of the new tax schedule the prospects are 
for sharply higher earnings on the preferred stock and a better rate of 
dividends thus offsetting for the investor, the effects of greater tax 
charges. With mills operating at capacity and the strong possibility 
that civilian consumption of woolens will keep pace with that of the 
Government, there are prospects of a reasonably sustained period of 
prosperity for the company. 


COMMENT: Recent price—5l. Improved outlook has moved market 
price up close to high for the year. 


Long-Term Record 


Net Sales Netincome Net Per Divi- Price 

Year (millions) (millions) Share dends Range 
. ee NS $d7.2 ans oan 397%-151 
ES Sivpok a 40/5 NS 7.2 $18.06 ee 6719-2254 
| $48.7 d5.5 d13.65 $2.50 8334-36 
SS aneer 70.3 wf 7.15 ieee $8%-35'% 
1936. 71.0 1.9 5.04 4.00 1094-523, 
1937 75.0 d1.9 d4.98 3.00 19 -251%4 
1938.... 42.0 d4.9 d13.81 eee 45 eo 
| Se 64.9 2.3 6.61 3.00 6434-283 
1940 (1st half)... 28.9 4 1.13 *3.00 *5214-2514 
1939 (1st half)... 30.7. 4 1.02 en 9 Prk 

—To date. d—Deficit. NS—Not stated. 





Six Securities Largely or 


| 





| COMMENT: Recent price—82. 





Vumbnall Stock Afpratoal eq Vhumbrad Stock A ppruatoal 









BETHLEHEM STEEL CORPORATION 
Common Stock (no par) 































BETHLEHEM STEEL CORPORATION 
Common Stock (no par) 





100 





Price Range 

















rf 
5 
= 
ww 
wv 
« 
s 
3 
2 
— 
ies 7 ios 6 os 9 1940 
Saas a BIN 





BUSINESS: Bethlehem Steel Corp. ranks as the country's second large: 
steel producer and stands high in the matter of diversification of prod. 
ucts and efficiency of equipment. Raw steel production capacity is in 
the vicinity of 10,240,000 gross tons and also approximately 6,600,000 
gross tons of pig iron, as well as large quantities of coke and ferro. 
manganese. Bethlehem has a vast armament capacity which is being 
increasingly employed but perhaps the most famous of the company: 
other than steel making abilities is its extensive shipbuilding yard, 
With building and repair yards located at convenient positions on both 
the Atlantic and Pacific coasts, Bethlehem is rated to be the largest 
shipbuilder in this country. Much merchant work has been done by 
these yards in the recent past although Navy construction promise: 
to dominate the yard's business for the next several years. 


FINANCIAL POSITION: Giving effect to retirement of the series "D' 
4's of 1960 last July and several other maturing issues during the 
year as well as the sale of $30,000,000 series "'H" 3'/4's in February, 
the company has outstanding $185,317,000 of funded debt with the 
earliest maturity being $1,172,000 of 4!/2's due January 1, 1941, and 
$3,500,000 of serial bonds due next March. Preceding the common 
shares, which are outstanding in the amount of 2,984,994 shares, are 
933,887 shares of 7 per cent preferred and $8,569,700 of subsidiary 
stock interests. Bethlehem's financial position is strong. At the close 
of 1939 consolidated current assets of $244,226,480 were more than 
four times greater than total current liabilities and cash items were 
$75,554,356 or well in excess of consolidated quick debt of $56,886,601, 


OUTLOOK: With steel and ships in heavy demand the sharp increase 
in earnings and probable future dividend payments will go far in 
offsetting possible increases in taxes as far as the investor is concerned. 
This year's common stock earnings promise to be the best for any yea 
since 1929 despite heavier taxation. Unlike 1929, however, good earn 
ings are likely for the next several years to come unless present defense 
plans are scrapped for reasons of an unexpected complete British 
victory during the nearer term. 


The stock has become the market 
leader among the steel shares. 


Long-Term Record 











Net Sales Netincome Net Per Divi- Price 

Year (millions) (millions) Share dends Range 
SEE 5755 y-d nk Saale $98.5 d$19.4 d$8.11 cn 295/5- Th 
1933. 120.2 d 8.7 d4.77 En 4914-10 
MT a3 oy 55.7 167.7 5 1.87 ee A91/o-24) 

ais. s rig ate ome 192.5 4.3 d.70 oe 52 -21 
1936... 287.1 13.9 2.09 $1.50 1194-454 

1937... 417.5 31.8 7.64 S$. 1051,-41 
| eee 271.2 5.2 d .70 eure 18 %/-39% 
| oa eae 414.1 24.6 5.75 1.50 100 -50% 
1940 (1st half)...... NA 21.7 6.10 *3,50  *8934-63'; 
1939 (1st half)... .. NA 6.2 78 ise > eee 





d—Deficit. 
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BUSINESS: International Paper & Power Co. is one of the world's 
largest producers of paper of various types, mostly kraft and newsprint, 
and woodpulp. Of particular interest at this time—in view of the 
shortage of fine foreign wood pulps—is International's high grade 
sulphite pulp which is equal to the best foreign products and of which 
the company has sufficient output to permit sales to rayon and plastics 
markers as well as other paper manufacturers. The comany's paper 
capacity is about equally divided between kraft and newsprint, although 
it is the kraft paper division that furnishes approximately 60 per cent 
of dollar sales volume. In addition to kraft and newsprint production— 
totalling approximately 2,500,000 tons yearly—the company makes 
about 100,000 tons of fine book paper yearly, a product that is cur- 
rently in good demand. 


FINANCIAL POSITION: According to the 1939 balance sheet Inter- 
national Paper itself had no funded debt although subsidiaries’ funded 
debt—including small 1940 maturities—amounted to $62,544,610 at 
that date. The same balance sheet disclosed long term debts of 
$9,206,588 which were sharply lower than the more than $47,000,000 
carried under the same heading a year before. Earlier this year it 
was proposed to retire and refund the subsidiary debt but due to 
unfavorable conditions such action has been deferred, perhaps until 
later this year. The direct capital obligations of the company consist 
of 925,935 shares of $5 dividend preferred stock as well as 1,823,269 
shares of common. The preferred stock is convertible into common 
at the rate of two and one-half shares of common for each share of 
preferred. Provisions are made for adjustment of the conversion 
privilege to any changes that may subsequently be made in the com- 
mon stock. Earnings, which were almost four times preferred dividend 
requirements in the first half of the current year, are expected to show 
further improvement for the second half. The financial position is 
strong and inventories satisfactory. 


OUTLOOK: Earnings are protected from excess profits taxes by the 
high invested capital needed for a business of this type. Preferred 
charges will continue to be covered by a wide margin even in the 





event of higher corporate taxes, due to the leverage position of the 
senior equity shares. 


COMMENT: Recent price—6!. Shares have moved up well in recent 
weeks although still selling well below the year's high. 


Long-Term Record 


Net Sales NetIncome Net Per Divi- Price | 

Year (millions) (millions) Share dends Range | 
| eee $129.53 8.76 _ fepne ” 
pastas 135.34 3.94 + ai ae | 
Rae 86.50 d3.40 i nee ipa | 
DOM occ cronceore 95.43 d3.32 sil aes | 
LSP 5 82m 113.23 5.02 ** and ** 
a ae 123.49 9.13 $9.88 $2.50 tae tt: 
NE os irereréss. eve wis 98. 12 43 wee 52-18 
ieiasai TH chee SEY aie BY 

Sore A a6. Ne *3. - 

1939 iat hey aries 2.1 10 = 


52.11 09 ‘ win 
To date. d—Deficit. (a)—After $2,000,000 tax reserve. **—Prior 
to recapitalization. 
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BUSINESS: The New York Central Railroad, through owned lines, 
leased lines and subsidiaries, operates one of the main trunk systems 
of the nation with direct connections as far east as Boston, north to 
Montreal, Canada, west to Chicago by way of Buffalo, Cleveland and 
Detroit, southwest to St. Louis and lines from the lake ports to Pitts- 
burgh, Cincinnati and the coal fields of West Virginia. All of the 
territory served is highly industrialized and is now active under the 
influence of defense preparations, war orders and better industrial 
business. The system covers 4,560 miles of which over 3,270 miles are 
owned while the balance is leased. Equipment and facilities are in 
good condition. Trackage operated is more than 11,250 miles. 


FINANCIAL POSITION: The Series A bonds are outstanding in the 
amount of $115,000,000 and are a direct first lien on 295 miles of road, 
a second lien on 374 miles and have an increasingly junior position on 
about 3,000 additional miles together with a lien on considerable 
pledged collateral. As a major dependent upon capital goods indus- 
tries for earnings the road has had a number of poor years but it has 
been able to cover fixed charges on an average of 1.01 times during 
the past ten years which included several of the worst years the rail- 
road industry has known. Fixed charge coverage this year will be much 
better than average. For the twelve months period ended August 
31, it is estimated that the road covered such charges !.29 times as 
compared with 0.82 times for the same period of a year ago. It is 
likely that this showing will be bettered during the remainder of the 
year and 1940 results promise to be the best of any year since 1930 
when fixed charges were covered 1.63 times. The latest balance sheet 
(July 31) showed the company to be in good financial position with 
total current assets of $77,420,000 or $36,283,000 in excess of total 
current liabilities. Cash items of about $30,000,000 were more than 
ample for the road's immediate needs. 


OUTLOOK: The road should participate extensively both in the near 
term increase in general business and the longer term cyclical recovery 
of business and industry. While the bonds maintain a junior position 
in the capital structure, continued interest payments seem assured by 
the anticipated increase in earnings and financial strength. 


COMMENT: Recent price—60. Better than full fixed charge coverage 
is indicated for this year. 


Long-Term Record 





Total Net Balance 
Operating Operating For Fixed 
Revenue Income FixedCh'gs Charge Price 
(millions) (millions) (millions) Coverage Range 
$293.6 $20. $41. -70 72 -31 
283.3 33.3 54.2 91 74 -34 
295.0 29.2 52.0 87 -52 
‘ 310.2 36.7 58.5 1.00 7534-43 
Le 361.0 45.3 66.1 1.16 6 -74 
| 366.2 36.0 58.6 1.12 9614-59 
io. ea 298.7 15.6 29.1 59 6554-38% 
Ls.  CRODEUCOR ECE 41.0 37.3 52.6 1.09 7 - 
1940 (1st half)... .. 175.4 15.6 23.2 .98 "6874-38 
1939 (1st half). .... 156.0 8.7 14.3 Ge ‘utexsseas 
*—To date. 
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BUSINESS: The Pere Marquette is predominantly an automobile road 
for most of its 2,116 miles of line are in Michigan, connecting auto- 
mobile and furniture manufacturing centers with Chicago, Detroit and 
Buffalo as well as Toledo. The road connects with the C. & O., Erie 
and Lehigh Valley giving it the benefit of eastern markets and eastern 
demand for products of the road's territory. The road is mostly 90 
pound track or better although maintenance has not been up fo par 
during depression years and thus indicates an increasingly large ex- 
penditure as income improves. Equipment, on the other hand, has 
been kept in better than average condition. 














FINANCIAL POSITION: These bonds are a first lien on 1,659 miles 
of road and a collateral lien on 209 miles. Outstanding in the amount 
of $21,885,000 they are part of a serial issue amounting to $62,535,000. 
The bonds are followed by 112,000 shares of prior preferred, 124,290 
shares of preferred and 450,460 shares of common stock. Both of the 
preferred issues are cumulative as to dividends at the rate of $5 per 
share per annum. The Chesapeake and Ohio Railroad controls 52.2 
per cent of the entire capital stock. The balance sheet of July 31 showed 
the financial position of the road improving with current assets being 
$2,078,000 in excess of current liabilities which amounted to $4,483,000. 
Cash items amounted to $2,672,000 as compared with $1,993,000 a 
year previous and seemed adequate for near term needs. There were 
no near term maturities and the earliest due date on the funded debt 
is July, 1956. Fixed charges were estimated to have been earned 
1.51 times in the twelve months’ period ended August 31, as com- 
pared with 0.84 times a year ago and a 10 year average of 0.97 times. 
It is expected that this year's earnings will set a new high mark for 
the recovery which saw fixed charges earned 1.83 times in 1936. Last 
year the road covered fixed charges 1.10 times. 


OUTLOOK: The automobile and furniture industries promise to hold 


at high rates of activity for some time, with consequent continuation 
of better than average fixed charge coverage for these bonds. 


COMMENT: Recent price—64. Although close to the year's high the 
bonds offer an attractive return in view of decreasing risks involved. 


Long-Term Record 














Total Net Balance 
Operating Operating For Fixed 
Revenues Income FixedCh’gs Charge Price 
Year (millions) (millions) (millions) Coverage Range 
ere $21.5 ie $.7 18 0 6 
oo) Sera 22.0 a9 2.1 56 6814-28 
BN, <4 cisicnk wioce 24.6 2.6 2.9 .83 81 511% 
a 28.5 48 5.1 1.47 954-6 
See ee 32.5 5.6 6.1 1.83 10434-8 
TU ee ask 32.2 45 5.0 1.50 10344-68 
ase 25.4 9 4.4 .33 76 -50 
, Sere 30.2 3.4 3.6 1.10 2 -54 
1940 (ist half)...... 15.9 1.7 1,9 1.21 *6714-45 
1939 (1st half)... .. 13.7 8 1.0 O° waeamenen 
* To date. 
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BUSINESS: Wilson & Co. is the third largest member of the "Big 
Four" of the meat packing industry. The company controls 22 cor. 
porate units in the United States, 2 in England and one each in 
Argentina, Brazil, Uruguay and New Zealand. Packing and processing 
plants are operated in Chicago, Kansas City, New York, Los Angeles, 
Omaha and other key cities. Approximately 85 sales branches supply 
every important consumption center in the United States. Foreign 
business has been important in the past with the New Zealand and South 
American plants supplying most of the export meats. Processing ac. 
tivities cover the usual full range of products and by-products. A fleet 
of about 1,400 refrigerator cars and 200 miscellaneous railroad cars 
are owned and operated by a subsidiary. 


FINANCIAL POSITION: Approximately $23,000,000 of funded debt 
precedes the 323,240 shares of no par value $6 preferred stock which 
are in turn followed by about 1,993,354 shares of common stock. Due 
to the nature of the business, reports are made on an annual basis 
only and then for the fiscal year which terminates at the close of the 
last week in October. The latest balance sheet as yet available is for 
the fiscal year ended October 28, 1939, and while the figures are now 
a year old, the greatest change in the statement due at the close of 
the current month will probably be in inventories which were reported 
last year at $28,681,567. 


OUTLOOK: Since last year consumption of meat and meat products 
in this country has risen smartly because of a combination of low prices 
and better consumer buying power. Prices are now well above levels 
of a year ago and even higher than a few months ago. As a con: 
sequence, while there has probably been no appreciable change in the 
quantity of meat in storage, the value is now much higher and in- 
ventories will probably be greater than those of a year ago ona 
dollar basis. These inventories have been acquired at much lower 
prices and the difference between cost and book figures will add 
substantially to earnings. In common with most meat packers, profit 
margins are relatively low although earnings on the preferred stock— 
due to their capital leverage factor—appreciate sharply with only a 
moderate increase in sales. Last year earnings were equal to $9.90 
share of preferred stock and should be considerably better this year. 


COMMENT: Recent price—59!/,. 


Arrearages will probably be elim. 
inated before the end of next year. 


Long-Term Record 





Net Sales NetIincome Ner Per Divi- Price 
(millions) (millions) Share dends Range 
143. $. 4 *K er 
140.0 3.055 +* ** id 
180.0 3.840 ** sin ne 
223.0 4.122 $12.69 $4.50 719 = -58 
253.0 4.070 12.53 6.00 87 -70 
283.0 2.515 7.78 6.00 9134-49% & 
265.0 .059 19 2.25 6014-32 
273.0 3.215 9.95 2.25 6014-32 
NA NA NA *4.50 *70 -45 
F) NA .. NA NA Penne cose geal 
NA—Not Available. d—Deficit. *—Todate. **—Prior to recapitalize 
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MONEY AND CREDIT—Rise in com- 
mercial borrowings continues unabat- 
ed, to best levels since 1937. Excess 
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ness throughout the country is at a high level, 
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On the other hand, it is quite possible that a 
critical shortage of machine tools may retard 
the rate of further recovery from the present 
level, and so defer achievement of full employ- 
ment. At a recent gathering of prominent in- 
dustrialists William Knudsen disclosed that the | LY 
machine tool industry is already sold out for a 
all of 1941, and added illuminatingly: "If any i | | 
of you gentlemen figure you are going to need Seeeee 
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INDUSTRIAL PRODUCTION(a)| Sept. 125 121 113 
INDEX OF PRODUCTION AND 

TRADE (0)... 00. occ ccccccecess Sept. 94 93 89 
REMAIN 26556 S07 oes siaces ee Sept. 95 93 88 
Durable Goods. .............. Sept. 1 87 74 
Non-durable Goods. .......... Sept. 97 96 96 
Primary Distribution............ Sept. 91 90 86 
Distribution to Consumers....... Sept. 95 96 93 
Miscellaneous Services......... Sept. 91 91 86 

WHOLESALE PRICES (h)....... Sept. 77.8 77.4 79.1 
INVENTORIES (n. i. c. b.) 
eee Sept. 135.5 133.5 110.9 
be Sept. 164.0 140.0 161 
DN as oho Boeie cee Sept. 128.0 120.0 113 
COST OF LIVING (d) 
RRB eet wit Sept. 86.4 86.0 84.5 
AS LO ea eee Sept. 80.7 19.9 76.7 
[1 RI ROG ea eee ae Sept. 87.0 86.9 86.3 
ROMER estcinicis Gis Sie sax cero Sept. 73.1 73.0 71.9 
PAN MRAMGNE. 5 sic oo ee os ces Sept. 85.3 84.8 84.0 
PUNREMAIBS ree oso cpician yk sar 2 Sept. 97.9 97.4 96.9 
Purchasing value of dollar....... Sept. 115.7 116.3 118.3 
NATIONAL INCOME (cm)}{..../1st8mos. $47,400 _......... $45,000 
CASH FARM INCOME}; 
Farm Marketing............... Sept. $839 $707 $835 
Including Gov't Payments....... Sept. 894 749 901 
Total, First 9 Months........... Sept. 30 GAGS. “nies 5,791 
Prices Received by Farmers (ee)..| Sept. 97 96 98 
Prices Paid by Farmers (ee)...... Sept. 122 122 122 
Ratio: Prices Received to Prices 
i CS ee eee Sept. 80 719 80 
FACTORY EMPLOYMENT (¢) 
Durable Goods............... Sept. 104.8 99.5 89.8 
Non-durable Goods. .......... Sept. 109.5 107.6 110.2 
FACTORY PAYROLLS (f)...../ Sept. 109.4 103.8 93.8 
RETAIL TRADE 
Department Store Sales (f)......] Sept. 97 99 91 
Chain Store Sales (g)........... Sept. 121 1295 114.5 
Variety Store Sales (g)......... Sept. 125 127.6 119 
Rural Retail Sales (j)........... Sept. 127.8 146 125.4 
Retail Prices (s) as of........... Oct. 1 93.2 92.9 90.2 
FOREIGN TRADE 
Merchandise Exportst.......... Sept. $295 $349 $289.0 
Cumulative year’s totalf........ Sept. 3,030 2,734 2,184.7 
Merchandise Imports}.......... Sept. 195 220 181.5 
Cumulative year’s totalf........ Sept. 1,941 1,746 1,620.6 
RAILROAD EARNINGS 
Total Operating Revenues*..... 1st8mos. $2,743,952  ...... $2,480,962 
Total Operating Expenditures*. .|1st8 mos. 2,026,990  ...... 1,890,328 
SORES ors ee ce eee 1st 8 mos. S6SAIT ieee 233,340 
Net Rwy. Operating Income*...|1st 8 mos. BOG258 cess 269,187 
Operating Ratio %............ 1st 8 mos. ci re 76.19 
Rate of Return %.............. 1st 8 mos. MBA ks ews 1.72 
BUILDING Contract Awards (k). 

F. H. A. Mortgages Sept. 347.7 $415 $323.2 
Selected for Appraisalf........ Sept. 116.3 122.0 91.7 
Accepted for Insurancet........ Sept. 84.7 89.4 62.0 
Premium Payingt.............. Sept. 68.3 64.4 53.0 

Building Permits (c) 
AMER Taos scenes news Sept. 103.6 102.0 84.5 
OW PONOCHYT. © ......-66..006 Sept. 415.3 14.0 18.7 
OCS, a rs Sept. 119.0 116.1 103.2 
Engineering Contracts (En){..... Sept. 368.0 357.8 209.3 











>= 
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more consumer goods if a sharp rise in the cost 
of living is to be averted. Once the importance 
of this is realized it ought to be possible to find 
a way of producing enough machine tools to sup. 
ply both requirements without slowing our defense 


program. 
* 7 * 


Early corporate reports for the third quarter 
indicate that profits, though well ahead of the 
corresponding period last year, probably averaged 
somewhat less than during the second quarter, 
owing mainly to heavier reserves for taxes, 
Among companies which choose the invested 
capital basis for figuring tax liabilities there is a 
possibility that dividend disbursements hence- 
forward may show a lower ratio to earnings; since 
some saving in taxes can be effected by building 


up surplus. 
* * * 


At present writing, raw material prices 
average fractionally lower than a year ago, whole« 
sale prices are down a little more than 1%, 
retail prices are up 3.3%; but living costs have 
thus far advanced only fractionally. A\ll of these 
price levels have shown advancing tendencies of 
recent weeks, and the situation will bear watching, 
especially in view of labor union demands for 
wage increases on Government contrac’. 
Unless held under control, there are the makings 
here of a quite unnecessary inflation spiral. 
Caution on the part of men subject to selective 
service has been to a minor extent responsible for 
temporary levelling off in retail sales. Thus 
chain store sales during September were vir- 
tually on a level with last year; with variety stores 
reporting a decline of 1.8%, and mail order 
houses a gain of 3.8%. Department store | 
sales in the week ended Oct. 12, and for four | 
weeks, enjoyed an increase of 3% over the like | 
periods a year earlier. Department store inven- | 
tories in the New York area at the end of Septem- | 
ber averaged 3.2% above last year. 





* * * 


Owing mainly to a sharp drop in coal and lum- 
ber shipments, carloadings are running tempor: | 
arily at a level about 3% below last year. It is | 
of interest to find that the average tons of revenue | 
freight per loaded car has risen only 614/9% during | 
the past 15 years, despite a much larger increase | 
in carrying capacity. Average length of haul has | 
shortened considerably in face of truck competi- | 
tion; though speeds have been increased. Prob- 
able explanation is decentralization of population | 

| 


and production. 
* * 


37 states East of the Rockies were 7% above last | 
year. Engineering construction awards in | 
the week ended Oct. 17 were more than four 
times as heavy as for the like period last year, 
which brings the total for the year to date, with 
10 weeks still to go, virtually up to the 1939 total 
of $3,000,000,000. 


Building contracts let during September in | 





ee 
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Ingot Production in tons®........ Sept. 5,895 6,033 4,231 

Pig Iron Production in tons*....| Sept. 4,173 4,238 2,879 

Shipments, U. S. Steel in tons*..} Sept. 1,393 1,456 985 
AUTOMOBILES 

Production 
SS rr Sept. 205,000(pl) 75,873 188,751 
Total 1st 9 Months. ........... Sept. 30 2,941,104(pl) ...... 2,459,875 

Registrations 
Passenger Cars, U.S. (p)........ 1st8 mos. 2,341,091 =... 1,821,043 
OR SE) Ee 1st8mos. 391,011 ....... 337,096 

PAPER (Newsprint) 

Production, U. S$. & Canada* (tons)..| Sept. 360.2 403.2 357.9 

Shipments, U. S. & Canada* (tons).| Sept. 361.6 413.9 304.7 

Mill Stocks, U. S. & Canada * (tons).| Sept. 477-5 - 178.9 217.5 

LIQUOR (Whisky) 

Production, Gals. *.............. Sept. 6,761 3,252 4,915 

Withdrawn, Gals.*.............. Sept. 6,354 3,617 6,787 

BERS CHUISO Rs ios: cfe ces césioeiee es Sept. 476,980 —- 477,484 472,499 

GENERAL 

Paperboard, new orders (st)....... Sept. 399,133 414,966 454,817 

Machine Tool Operations. ....... Sept. 94.9 93.3 74.6 

Railway Equipment Orders (Ry) 

BEN OUNI sf cee c'etae cc éccvcca va ciao Sept. 57 65 52 
CU CICL Te oo Sept. 9,470 7,645 24,231 
Passenger Cats... 5os ccc c ce css Sept. 21 102 3 

Cigarette Productionf............ Sept. 14,890 15,840 14,790 

Bituminous Coal Production * (tons).| Sept. 38,410 39,240 37,695 

Portland Cement Shipments * (bb'Is).| Sept. 14,760 13,952 13,104 

Commercial Failures (c)........... Sept. 976 1,128 758 


000,000 worth of armaments, or 40% of the total 


of around $3,700,000,000. 


* * * 


year ago. 


a year ago; but anthracite was down 15%. 


* * * 




















WEEKLY INDICATORS 



































































—e = Ket PRESENT POSITION AND OUTLOOK 
M. W. S. INDEX OF BUSINESS - 
ACTIVITY 1923-25—100...... Oct. 19 98.8 97.9 95.7 Despite the sharp bulge a year ago, electric 
power output is now running nearly 8% ahead 
ELECTRIC POWER OUTPUT of last year. The industry is being urged to place 
a. Ser ere Oct. 19 2,689 2,655 2,494 orders now for equipment needed within the next 
a two years to meet the expansion in demand which 
TRANSPORTATION will result from armament production. Elec- 
Carloadings, total................ Oct. 19 813,909 811,906 861,198 trical equipment companies are already heavily 
CESARE Sta een ts Oct. 19 36,742 37,274 44,578 booked ahead. 
. . ; CO Ce Oe Oct. 19 120,689 120,310 169,813 : . . 
BIOSUEIOOUEES. c:5 sic teie ves cove os Oct. 19 41,412 41,097 39,231 . . 
Manufacturing & Miscellaneous....| Oct. 19 352,491 348,971 351,541 | "ne steel oberating rate continvss to citep 
. C. L. Mdse coe eecerevcccoeees Oct. 19 158,789 160,661 160,299 tion normally recedes up to the year-end holidays. 
STEEL PRICES Steel executives believe that the industry's capac- 
Pig Iron $ per ton (m)............ Oct. 22 22.61 22.61 22.61 ity is adequate for the next few years; but the N. 
Scrap $ per ton (m)............-. Oct. 22 20.67 20.67 20.88 A. D. C. is inclined to question this. Present 
Finished ¢ per Ib. (m)............ Oct. 22 2.261 2.261 2.2936 | ingot output is at the annual rate of 78,000,000 
tons, against rated capacity of 83,000,000, and 
STEEL OPERATIONS an emergency capacity of around 87,000,000. 
| % of Capacity week ended (m)....} Oct. 24 95.5 94.5 92.0 Exports are running currently at the annual rate of 
| CAPITAL GOODS ACTIVITY 12,000,000 tons. Home defense requirements 
may reach 7,000,000 tons in 1942. Adding 
(m) week ended reer e cere ee ee Oct. 19 109.8 106.7 98.6 this to current demand would leave a margin of 
| PETROLEUM only 2,000,000 for further expansion in com- 
| Average Daily Production bbls.*..| Oct. 19 3,668 3,642 3,772 mercial and export needs. 
Crude Runs to Stills Avge. bbls.*..| Oct. 19 3,525 3,555 3,580 * © *¢ 
Total Gasoline Stocks bbls.*...... Oct. 19 75,796 75,943 67,103 
Fuel Oil Stocks, bbls.*.......... Oct. 19 108,141 108,449 114,052 With gasoline retailing at the lowest prices in 
Crude—Mid-Cont. $ per bbl...... Oct. 26 1.02 1.02 1.02 six years, oil industry’s profits in the third quar- 
Cude—Pennsylvania $ per bbl....| Oct. 26 1.33 1.33 1.73 ter were probably 10% under last year, and around 
Gasoline—Refinery $ per gal...... Oct. 26 0514 0514 06% 25% below the second quarter. 


















estimated long term 


t—Millions. 





*—Thousands. 
trend. 


(a)—Revised Index Federal Reserve 1935-39—100. 
(c}—Dun & Bradstreet. 
100. (e}—Dept. of Agric., 1924-29—100. (ee 


}—Dept. of Agric., 1909-14—100. 


100. (g)—Chain Store Age 1929-31—100. (h}—U. S. B. L. S. 1926—100. 
(m)—lron Age. (n)—1926—100. 
Preliminary. (r)—Revised. (Ry)—R 


‘ (j}—Adjusted—1 929-31—100. 
(n. i. ¢. b.)—Nat. Ind. Conf. Bd. 1936—100. (p)—Polk estimates. (pc)—Per cent of capacity. (pl)— 
ailway Age. (s)—Fairchild Index, Dec., 1930—100. (st)—Short tons. 


(En}—Engineering News-Record. 
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Present schedules call for delivery next year 
by the automotive industry of about $320,- 


backlog of $800,000,000 in armament orders at 
present on the books of automobile manufac- 
turers. On top of this, factory sales of cars and 
trucks during the 1941 calendar year, allowing 
for recent price increases averaging 5%, are ex- 
pected to reach $3,380,000,000—making a total 


During the first nine months, Class | Railroads 
put in service 52,685 new freight cars and 265 
new locomotives, compared with 14,704 and 
202, respectively, in the like period last year. 
On Oct. 1, 16,892 freight cars and 215 locomo- 
tives were on order, against 23,053 and 108 a 
Machine tool shipments this year 
are expected to reach $400,000,000. against half 
that total last year and in 1929. Bituminous 
coal production in September was on a level with 


Cigarette withdrawals in September, though 
only fractionally heavier than a year earlier, were 
the largest for any like month on record. Sep- 
tember's shoe production is estimated to have 
been only 2% below last year, compared with a 
nine-months’ decline of 7.7%. 


(b)—Federal Reserve Bank of N. Y. 100%— 
(cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923— 
(fF)}—1923-25— 
(k)—F. W. Dodge Corp., 





Trend of Commodities 


Although commodity prices encountered some resistance reached the highest levels since the start of the war an 
to the advance which had been persistent, if not spectacular, were only 7 per cent under the level reached at the peak ¢ 
for some previous sessions, the general tone of most spot the inventory boom in 1937. The index of new orders likevig 
and futures markets remained firm. There were, of course, attained the highest point since the outbreak of war. Dg, 
exceptions to the general trend, notably among such super- _pite authoritative warnings against the accumulation of », 
sensitive commodities as wheat and hides. The extent to cess inventories, in advance of the possible imposition ¢ 
which forward buying was being accelerated was given furth- Government priorities, the situation at the present does no 
er light last week. Inventories, according to the National appear to have reached a dangerous point. Volatile specu), 
Industrial Conference Board, had by the end of September _ tion in commodities is virtually nil. 








LABOR COST 


bide secbaere | Il 
FINISHED PRODUCTS 


WHOLESALE | 


INDEX NUMBERS 


RAW MATERIAL 


U. S. DEPT. OF LABOR COMMODITIES INDEX 1926=100 


| | 
1925 1930 1935 1940 MAMJJASONDJFMAMJJASOND| 
ae 


U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Hish L = o 1940 

‘ ' ig ow ct. 18 ct. 25 High Lo Oct.18 Oct. 25 
28 Basic Commodities...... 124.2 105.6 113.0 113.3 Domestic Agricultural... . . . 3. 411.4 119.3 119.3 
Import Commodities 132.9 104.7 114.3 115.0 Foodstuffs a 100.5 106.9 106.7 
Domestic Commodities 118.7 105.5 112.2 112.3 Raw !ndustrial P 101.3 117.7 118.5 




















Latest Previous 


Wk. or Mo. Wk. or Mo. PRESENT POSITION AND OUTLOOK 


Date 








COTTON Cotton. Estimates released by the New York 
Price cents per pound, closing Cotton Exchange put the world production of 
December : 9.54 9.48 cotton for this year at 29,276,000 bales, an in- 
9.52 9.46 8.85 crease of about 2,000,000 bales over last year. 
p 9.719 9.80 9.31 | With the United States production calculated a 
(In bales 000's) 12,565,000 bales the next two major producers 
Consumption, U. S , 629 655 625 are India with 4,550,000 bales and Russia with 
Exports, wk. end t 51 36 248 4,000,000 bales. The United States exports of 
Total Exports, season Aug. 1 to.... : 232 181 1,376 cotton for the first ten weeks of the current crop 
Government Crop Est A 12,741 12°772 11,817(ac)| year were slightly above 200,000 bales as com: 
Active Spindles (000's) , 22,278 22,078 22,231 pared with 1,267,000 bales in the like period of 
last year. 
WHEAT ies 
Price cents per bu. Chi. closing Wheat. The Department of Agriculture re 
December . 26 8414 851% 851% | ported at the close of last week that the combined 
. 26 8314 84, 85% | stocks of wheat in interior mills, elevators, ware- 
Exports bu. (000's) since July 1 to. . 12 28,828 27,533 37,083 houses and farms on October 1 totaled 548,364; 
Exports bu. (000's) wk. end aa by 1,295 957 1,990 000 bushels as compared with 494,520,000 bush- 
Visible Supply bu. (000s) as of . . . .12 170,341 172,420 137,982 els a year ago. From Washington, the Foreign 
Gov't Crop Est. bu. (000's) . 1 792,332 783,560 754,971(ac)) Agriculture Relations Board predicted that wheal 
production in Europe outside of the Soviet Union 
CORN | this year would be about 20 per cent below that 
Price cents per bu. Chi. closing of a year ago. The 1939 crop was 1,71 7,000,000 
December . 26 60% 603% 50% | bushels. Continued tightness of supplies and 
26 61%, 611 525 | strength of the cash situation aids the steady ad 
L42. 193486 10,189 2,564 vance with prices the best in five months. Atten- 
Visible Supply bu. (000s) as of... , G2 AZ6141 39,992 21,510 tion has been given of late to the price needed to 
Gov't Crop Est. bu. (000's) . 1 2,352,185 2,297,186 2,619,317(ac)} unfreeze wheat from under loan. 
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Latest Previous Year 
a Date Wk. or Mo. Wk. or Mo. Ago PRESENT POSITION AND OUTLOOK 
(OmER | iP ak pe 
Price cents per Ib. | Copper. Th i 
———? : ‘- : - preci itatenne sek vie | Oct. 26 12 Lo: 12.50 ounce the pit on «re hte i 
Export f. a.s., N. ¥...-...-.. 005) Oct. 26 10.75 11 13.00 ican manufacturers was the highest monthly figure 
Refined Sg mame Becta Sept 82,843 SOG5t = .cvees for which records are available. From the stand- 
— - —_ setetee es Sept 96,485 96,383 =... point of fabricators’ undelivered purchases the fig- 
Refined Stocks, omestic eee cn Sept. 30 185,313 198,730 ...... ure showed a tremendous increase from 170,756 
Copper Sales, Domestic*......... Sept. 255,331 GTSGI ww wc. tons in August to 344,630 tons in September. 
The American Bureau of Metals Statistics reported 
TIN that the exports of refined co i Uni 
pper in the United 
Price cents per SPL Sw) en Oct. 26 51 515 55% States during September showed a sharp decline 
Tin Plate, price S perbox......... Oct. 26 5.00 5.00 5.00 to 13,136 tons from 57,882 tons in the previous 
World Visible Supply as of...... Sept. 30 39,450 38,040 31 168 month. 
WS Delivetiost................ | Sept. 11,410 12.470 5,050 pets 
US, Stockst as of..............] Sept.30 9,438 6,583 3,413 , 
=m am : ’ aa a estimate of the National Defense 
f visory Commission places the tin stocks in the 
Pice cents per a. ee | Oct. 265.50-5.55 5.50-5.55 5.50 United States equivalent to more than a year's 
U.S. Production * STR OT ee | Sept. 51,441 47,614 39 359 supply. This naturally takes into account unusu- 
U.S. Shipments*...... 22.0.0... Sot, SANSA See: | Soe eee cones ee ee eee 
tena. S,ecf..........| Soha a908 - 498m 74s | Cement Osteme Pitman: Tie mepete inte 
iste | ( ‘ tember reached a new high of 14,300 tons. Prices 
INC aa continued practically unchanged in a dull market. 
fice cents per Ib., St. Louis....... | Oct. 26 7.25 7 
U.S. Production*............... Sept. 53,119 49 a oa ; : 
UE CO: re Sept. 66,824 64,065 69,424 ogy oa ape wag 8 hy see tat 
tas. Sept, 30 cna yw: F of 51,441 tons was the highest level since De- 
: ' 610 95,615 cember of 1930. Refined stocks declined by only 
SILK | 2,000 tons. 
Price $ per lb. Japan xx crack. .... Oct. 26 2.60 2.60 3.36 sabi 
ate $, Gates) Poe Sept. 30 28,898 30,189 36,869 Zine. The zinc situation continues practically 
isible Stocks N. Y. (bales) as of.) Sept. 30 44,454 46,898 27,760 —— with the supply extremely tight. De- 
IAYON (Yarn) oe — forward as fast as the metal be- 
Price cents perlb................ Oct. 26 53.0 53.0 56 oe 
Consumption (a)................. Sept. 30.8 35.4 34.3 
MG WRUAD osc cocc eens cs Sept. 8.4 10.0 1 30 Silk. Inthe first half of October Japan shipped 
7 25,745 bales to the United States, up from 14,675 
WOOL in the last half of September and only 12,870 in 
Price cents per Ib. tops, N. Y...... Oct. 26 1.29 4.25 1.17 the comparable period of last year. The month of 
Consumption, period ending (a)....| Aug.31 24,799 ...... Q7 489 October may easily reach 50,000 bales. This 
a | eC = ‘9 predictions of speculators that 
| apan would stop exporting silk to this country 
Price cents per lb. No. 1 Packer...) Oct. 26 1514 14.00 16.00 because the United States embargoed steel scrap. 
Visible Stocks (000's) as of....... | Aug.31 12,569 12,697 19,758 + + + 
No of Mos Supply 2s of... | Aug.31 7.62 8.01 7.00 —— Athen teal 
Stand Shoe Production, P.*.. | Sept : . Estimates place production in four o 
1h mia ep 35,000(pI) 39,011 36,807 the six major apparel wool producing countries 
BrusBer | in the 1940-41 season below that of last year. 
Tt cents oar tb Oct. % 203 The forecast is 2,609,000,000 pounds for the six 
eee 20% 20.05 
et US%...... ed 78.7 4 countries, a decrease of 100,000,000 pounds. 
ermetcn, Ri Gree. cones ss | Sent. bie “aa pic i ae 
f : : : 
rl AER Pe soe | a 214,358 213,002 150,171 Hides. How completely the Argentine is 
oo | 9 4,417 4,621 5,076 relying on this country and England for its exports 
in “ei ou : ec | Sept. 4,512 4,174 5,658 of hides is shown by the July and August figures, 
y S48OF. 6...) Sept. 9,886 9,732 8,080 which report that the two nations took nearly 90 
OCOA per cent of the hide exports. 
Price cents per lb. Dec........... Oct. 26 4.64 4.59 4.80 Sa tail 
Arival (bags 000's)............. Saat: 534 508 209 Rubber. Of the 78,977 tons of crude rubber 
arehouse Stocks (bags 000's)....; Nov. 1 1,329 1,321 1,078 consumed in the world in the month of August, 
- the United States used 50,477 tons and Great 
OFFEE Britain 12,500 tons. The September import figure 
me cents per Ib. (c)............ | Oct. 26 7 7 15/4 of 78,792 tons of rubber was the third time a new 
mports, season to (bags 000's).....| Sept. 30 3,219 2,159 2,931 | monthly had been reached in the current year by 
U.S. Visible Supply (bags 000's). 7 Oct. 1 1,488 1,473 1.460 the United States. 
SUGAR * * ” 
i ents par te. Coe At the close of the week there was a 
oe Oct. 26 2.85 mening Camel Se Sn See 
Refined (Immediate Shipment)...| Oct. 26 4.35 is aa “ep end CUR Shot hate: ONee 
U.S. Deliveries (000's)*.......... | 1st9 mos. 5,067(pl) 5 547 salting wih seeily aRamnaan miy eIEND Ee 
U.S. Stocks (000"s)* as of (rr)... .. Aug.31 9958... ia | 








__f—Long tons. 
etined, 





*—Thousands. 


*—Short tons. 


(a}—Million pounds. 


(ac)—Acctual. 


(c)—Santos No. 4.N. Y. 






(pl)—Preliminary.  (rr)—Raw and 
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Latest Previous Year 
Date Week eek Ago COMMENT 
INTEREST RATES 
Time Money (60-90 days)........ Oct. 26 114% 114% 114% 
Prime Commercial Paper.......... Oct. 26 %-34% e-74% 54-34% 
Call Money SARE S SEEN eae Oct. 26 1% 1% 1% 
Re-discount Rate, N. Y........... Oct. 26 1% 1% 1% The latest available paste No revealed 4 
CREDIT (millions of $) number of new high figures. Excess reserves of 
Bank Clearings (outside N. Y.)..... Oct. 12 2,974 2,950 2493 | siimenber banks rose 570,000,000 lent waned 
Cumulative year's total to......... Sept. 30 109,086 _......... 100,011 highest total ever recorded. -s Me ot} 
Bank Clearings, N. Y............. Oct. 12 2,308 3,219 2,472 $55,000,000 to gold stocks brought total gold | 
Cumulative year's total to......... Sept.30 116,064  ....... 124 469 holdings to a new high at $21,428,000,000, | 
F. R. Member Banks , ‘ Currency circulation was up $7,000,000 to 
Loans and Investments............ Oct. 16 24,402 24,327 22,563 $8,236,000,000, also a new high. 
Commercial, Agr., Ind. Loans...| Oct. 16 4,722 4,672 4,286 
Brokers Loans................. Oct.16 437 409 548 ii 
Invest. in U.S. Govts.......... Oct.16 9,283 9,272 8,574 : 
Invest. in Govt. Gtd. Securities... Oct. 16 2,605 2,586 2,294 For the Seventh consecutive week, commercial 
Other Securities............... Oct. 16 3,637 3,669 3,342 borrowings were reported higher by New Yor 
Demand Deposits.............. Oct. 16 21,317 21,238 18,567 City banks. The total outstanding loans to com 
Time Deposits................ Oct. 16 5,353 5,353 5,239 merce, agriculture and industry are now at the 
New York City Member Banks highest levels for New York banks since Nov. 24 
Total Loans and Invest.......... Oct. 23 9,651 9,608 8,614 1937. For the country as a whole, commerca 
Comm'l Ind. and Agr. Loans....| Oct. 23 1,818 1,800 1,663 borrowings are now outstanding at the best figue 
Peeben deens....:.... 60.0000 Oct. 23 297 307 467 in three years. It may be too early to attach much 
inet U. 5. Gowk.............- Oct. 23 3,930 3,913 3,385 significance to the fact, but it is nevertheless note 
Invest. in Gov't Gtd. Securities... Oct.23 1,442 1,433 1,119 worthy that while commercial borrowings for al 
Other Securities............... Oct: 23 1,392 1,382 1,174 member banks recorded an increase of $150; 
Demand Deposits.............. Oct. 23 9,889 9,695 8,356 000,000 in recent weeks, there was a decline of 
po! Oct. 23 720 719 662 $82,000,000 in the government securities por 
Federal Reserve Banks folio of the Federal Reserve Banks. 
Member Bank Reserve Balance...| Oct. 23 14,148 14,016 11,950 |* tionary potential with which the huge excess re 
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1, Give all necessary facts, but be brief. 
2, Confine your requests to three listed securities. 
3, No inquiry will be answered which does not enclose stamped, self-addressed 


The Personal Service Departmest of Tue MaGazine or WALL StreEeErT will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


4, If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 








Mid-Continent Petroleum Corp. 








Would you advise retention of my 125 
shares of Mid-Continent Petroleum? I made 
this investment at 1914, impressed with the 
past record of this Company and hopeful of 
a greatly increased demand for oil and high 
octane gasoline which would benefit Mid- 
Continent. Please send me your latest 
analysis of MPZ with your definite advice. 
| am interested in the Company’s present 
trend of sales of oil for lubrication and heat- 
ng purposes—gasoline for automobile and 
aircraft needs—Dr. L. M. M., Minneapolis, 
Minn. 

















Mid-Continent Petroleum Corp. 
isa small but completely integrated 
unit in the oil industry. Substantial 
amounts of developed and undevel- 
oped property are owned. Crude oil 
is piped to the refinery at West 
Tulsa, Oklahoma, and finished prod- 
ucts are distributed through some 
7,000 service stations located in Mid- 
west and Southwest areas. Produc- 
ing about one-half of refinery crude 
oil requirements, profits depend pri- 
marily upon the spread between 
crude and refined products. As of 
June 30th last, finances were in a 
satisfactory condition with current 
assets, including cash equivalent to 
$11,564,004, totalling $21,666,208. 
Capitalization consists only of 1,- 
857,912 shares of common stock. 

Operations have been profitable 
since 1933 with net income last year 
being equal to $1.42 per common 






















NOVEMBER 2, 1940 


share up from 56 cents a share in 
1938. Profits of $1.17 per share 
were recorded in the initial half of 
1940 in contrast to only 34 cents a 
share reported in the corresponding 
year earlier interval. Considerable 
benefit was derived from the good 
prices then prevailing for lubricating 
oils, a field in which the company is 
of considerable importance. Prices 
of all products have receded some- 
what of late and although sales re- 
main satisfactory, earnings are cur- 
rently pointing downward. Never- 
theless, full year results should com- 
pare satisfactorily with those of last 
year. A program of refinery im- 
provement and the introduction of 
the new D-X lubricating motor fuels 
may be of longer term aid to earn- 
ings. No break-down as to sales of 
oil for lubrication and heating pur- 
poses and gasoline for automobile 
and aircraft needs is available. Divi- 
dends were resumed in 1934 and dis- 
tributions have been made in each 
year since. Nineteen forty declara- 
tions may exceed 1939 disbursements 
of 60 cents a share. In view of the 
longer term specular growth that is 





apparently in store for the industry, 
we would counsel continued specula- 
tive retention of your holdings in 
spite of the current none too favor- 
able outlook for the petroleum in- 
dustry. 





Climax Molybdenum Co. 


I am in a quandary about my 75 share in- 
vestment in Climax Molybdenum which cost 
me 44 in 1939. Do you believe that the 
greatly increased demand for steel and iron, 
plus better trade relations between the 
United States and Russia has sufficiently 
stimulated sales to a point where earnings 
for the second half of this year might sub- 
stantially exceed the $1.38 earned for the 
pust six months of this year? What part 
of the company’s business was derived from 
foreign markets? Are the South and Central 
American markets big potential users of 
molybdenum? All factors considered, would 
you recommend holding this stock?—A. K., 
Brattleboro, Vermont. 


Accounting for roughly 70% of 
the annual world output, Climax 
Molybdenum Co. ranks as_ the 
world’s leader in the production of 
molybdenum. Reserves are huge 
and the deposit will continue to be 
worked for many years to come. The 
metal is of great importance as an 
alloying agent and as such has been 
used in increasing amounts in the 
past decade. New uses for the prod- 
uct are constantly being found and 
this naturally augurs well for the 
future. In recent years the export 
market has accounted for the bulk 
of sales. At home, the automobile 
industry is the leading customer. 
Finances are sound. 

Earnings have scored consecutive 
yearly gains since 1932 and 1939 
operations resulted in income equal 
to $4.09 on each of the 2,520,000 
common shares outstanding (sole 
capitalization), up from $3.12 per 





When Quick Service Is Required, Send Us a Telegram 
Prepaid and Instruct Us to Answer Collect. 












share in 1938. Profits continued to 
climb in the January-June interval 
of 1940 and for the period totalled 
$1.38 per share as against $1.02 per 
share in the similar 1939 interval. 
Because of the war and embargoes, 
export business is at this time large- 
ly confined to the British Empire. 
Accordingly, sales abroad may de- 
cline rather sharply in the current 
half year. However, the armament 
program and generally good business 
conditions in this country as well as 
development of additional foreign 
outlets in countries not at war, par- 
ticularly Central and South Amer- 
ican countries who are not large 
users at this time, may be of con- 
siderable aid. All in all, 1940 profits 
are expected to be under previous 
year’s levels. Since there is a moral 
embargo on shipments to Japan and 
Russia, future developments in the 
Far East, whatever they may be, 
are not likely to have any marked 
effects on sales over coming months. 
The present 30 cents quarterly divi- 
dend rate is regarded as secure but 
including possible extra distribu- 
tions, 1940 payments will in all 
probability be under 1939 declara- 
tions of $3.20 per share. At present 
quotations, considerable recognition 
is given to the many uncertainties 
surrounding the situation and in 
view of the rather promising longer 
term outlook, we believe that con- 
tinued retention of present specula- 
tive holdings is justified. 





Dome Mines Ltd. 


Kindly give me your views on the income 
and appreciation prospects for Dome Mines. 
My portfolio includes 50 shares purchased 
at 314%. Do you believe this stock can move 
ahead marketwise, and maintain its income 
attractiveness under present war conditions 
and high Canadian taxes? Are the Com- 
pany’s mines still highly productive, and are 
operating expenses any greater? I will value 
your reply.—F. Z., Tampa, Fla. 


Dome Mines Ltd., operating in 
the Porcupine district of Ontario 
ranks as one of Canada’s leading 
gold producers. Acquisiton of ad- 
jacent properties has been of con- 
siderable aid in extending the life of 
the mine. A policy of blocking out 
a four year supply of ore is followed. 
Production in recent years has aver- 
aged about 610,000 tons of ore and 
some 200,000 ounces of gold. In- 
vestment interests are held in Sigma 
Mines Ltd. and East Geduld Mines, 
both gold producers, the former in 


112 


Canada and the latter in Africa. 
Individual data regarding the over- 
seas investment is not available. 
Finances are extremely strong and 
the 1,946,668 capital shares out- 
standing enjoy sole claim on assets 
and earnings of the company. 

As is customary in the industry, 
earnings in recent years have been 
relatively stable. Profits last year 
declined moderately to the equal of 
$1.97 per share from $2.08 a share 
the year before. Bullion production 
in the current vear through Septem- 
ber was moderately above corre- 
sponding 1939 figures. Estimated 
net in the January-September inter- 
val of 1940 fell off slightly to $3,- 
037,621 from $3,046,252 in the first 
nine months of 1939. Per share re- 
sults are not computed because earn- 
ings are before depreciation and de- 
pletion. Expenses are understood 
to have been relatively well con- 
trolled but future results are likely 
to be somewhat affected by rising 
taxes and possibly increased operat- 
ing costs. Non-operating income 
however may increase in an amount 
sufficient to allow full year results to 
approximate 1939 totals. Because 
of the discount in the Canadian dol- 
lar, earnings in terms of American 
money are somewhat lower than 
those quoted above. Canadian cor- 
porations are not allowed to pay 
dividends in excess of profits to non- 
resident shareholders. Thus, the 
current 50 cents quarterly rate pay- 
able in Canadian funds (slightly 
lower in terms of U. S. dollars) is 
not likely to be increased but may 
be maintained. The shares appear 
rather limited in their appreciation 
possibilities at this time but where 
one is primarily concerned with in- 
come, we would counsel retention. 





National Dairy Products Corp. 


Don’t you believe that better market 
action for National Dairy is warranted con- 
sidering the recent spurt in earnings and the 
prospects of a new source of revenues from 
rs “skimmed-milk-made” textile? My 100 
shares cost me 29. How much foreign busi- 
ness has the Company lost as a result of the 
war? Are costs of labor and raw materials 
any higher? Please answer promptly. I 
will be guided by your advice—T. W., 
Omaha, Nebraska. 


National Dairy Products Corp. is 
a leader in the field of ice-cream and 
cheese and is one of the important 
factors in the fluid milk industry. 
Ice-cream and cheese account for 
about 37% of sales, fluid milk for 








about 29%, butter for 10%, cream 
for 6% and miscellaneous manufac. 
tured products for the remaining 
18%. Foreign sales accounts for 
only about 5% of the total and thus 
the war has not adversely affected 
earnings of the company. Well 
maintained levels of consumer pur- 
chasing power should result in in- 
creased sales of ice-cream and cheese 
on which profit margins are wider, 
while sales of other products should 
also increase to some extent. Re- 
cently, the company announced a 
textile manufactured from skimmed- 
milk which would appear to have in- 
teresting possibilities over the longer 
term. In the first half of 1940, earn- 
ings were equal to 76 cents per share 
on the common stock which com- 
pared with $1.01 per share in the 
corresponding period of the year be- 
fore. Sales were higher but operat- 
ing costs increased, thus accounting 
for the per share decline. However, 
it is expected that at least moderate 
improvement will be shown over 
coming months. Finances of the 
company continue to be quite satis- 
factory, working capital at the 1939 
year end amounting to $45,763,518 
and current assets were about 3.1 
times greater than current liabilities. 
Common stock is outstanding in the 
amount of 6,255,247 shares, preceded 
in the capitalization by funded debt 
of $55,961,000 and 98,709 shares of 
class “A” and “B” 7% cumulative 
preferred. Dividends of 80 cents per 
share annually are expected to con- 
tinue over the intermediate future. 
While higher operating costs may 
retard earnings growth over the com- 
ing months, the stock returns a rea- 
sonable yield at current levels and 
has a degree of longer term apprecia- 
tion possibilities. Its retention is be- 
lieved to be warranted. 





United States Pipe & Foundry Co. 
Now that U.S. Pipe & Foundry has begun 


to receive orders from the U. S. Government 
for machine shells, what are this company’s 
prospects? How important a factor should 
plant expansion for defense prove to U. S. 
Pipe? To what extent should these new 
sources of business offset the loss of revenue 
from reduced Government expenditures for 
public works? What is the status of this 
company’s earnings to date? I have 75 
snares of U. S. Pipe acquired at 374% —J. R. 
T.. Montelair, N. J. 


U. S. Pipe & Foundry Co. is the 
ranking organization engaged in the 
(Please turn to page 114) 
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Our Weekly Edition 
a of 8 — is yen 

every Tuesday. It car- 
Bu etin ries continuing recom- 
mendations of all of our open commitments 
—Unusual Opportunities, Trading Advices 
and Bargain Indicator, Investment Securi- 
ties for Income and Price Appreciation, 
also Speculative Securities for Price Appre- 
ciation. It indicates the Short Term and 
Major Trends of the Market with accom- 
panying graphs ... also a chart of Bond 
Prices . . . The Outlook for Business... 
Position of Commodities . . . and Washing- 
ton Developments. 


Private Code 


The INVESTMENT ave 


BUSINESS FORECAST 


ee manne Wn sant 


obs Adarene 
ner 





H Wire service is avail- 
Telegraphic able on our three ac- 
Service tive market programs 
—Unusual Opportuni- 

ties, Trading Advices and Bargain Indicator. 
Clients throughout the country, therefore, 
can act on our recommendations within a 
short time after they are selected. There 
is no extra charge except actual cost of 
telegrams which are transmitted in our 
Private Code for secrecy and economy. 
Every telegram is confirmed by a Weekly 
or Special Edition mailed the same day. 





NEW MARKET PHASE 


creates opportunities for 
capital appreciation 


A Presidential Election results are digested . . . with another dominating 
factor settled . . . the market will be in a materially better position to 
weigh and discount underlying strength in business activity . . 
industries ... 


. in specific 
in individual securities. 

It is the type of market which offers exceptional possibilities for capital 
growth to the foresighted investor who keeps his portfolio geared to our 
new economy ... in the selection of special security situations 
timing of his purchases and sales. 


THE FORECAST Can Help You 
... in Today's Markets 
Our first step in serving you will be to make a careful appraisal of your 
present securities and advise you what, in our opinion, you should hold .. . 


what to sell. You will then be able to follow a strategic market course over 
the short term and the longer term 


. in the 


. . through specialized programs kept 
under our continuous observation. 


You may be assured that our analysts are alert to the profit opportunities 
in today's markets. Through thorough research, they are constantly seek- 
ing out those industries showing the greatest gains over the peak years of 
1937 and 1929... individual companies likely to reflect improved earnings 
and prospects in higher security prices. Added attention at this time is 
given to the new tax levies. 


THE FORECAST will advise you . . . by mail and by telegraph . . . not only 
what to buy but when to buy and when to sell. Timing is fully recognized as 
the essential element to successful investment under today's variable market 
conditions. 


Enroll with THe Forecast today to be prepared for the new important market 
advance ... to take advantage of exceptional opportunities as they develop. 
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Free Air Mail Service 


CO Check here if you wish Air 
Mail and it will expedite deliv- 
ery of our Weekly and Special 
Bulletins. This service is pro- 
vided FREE in such cases in 
United States and Canada. 


We serve only in an advisory 
capacity, handle no funds or se- 
curities and have no financial 
interest in any issue or broker- 
age house. Our sole objective is 
the growth of your capital and 
income through counsel to min- 
imize losses and secure profits. 


NOVEMBER 2, 1940 





FREE SERVICE TO DECEMBER |, 1940 











THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 


90 BROAD STREET Cable Address: Tickerpub NEW YORK, N. Y. 


I enclose (] $75 to cover a six months’ test subscription: 25 7 ‘ i 

f ynths st subscription; [] $125 to cover a full year’s subscrip- 
tion to The Investment and Business Forecast with service starting at once but dating from 
December 1, 1940. I understand that regardless of the telegrams I select, I will receive the com- 
plete service by mail. 

Send me collect telegrams on all recommendations checked below. 
our Private Code after our Code Book has had time to reach you.) 


O UNUSUAL 


(Wires will be sent you in 


Low-priced Common Stocks for Market Appreciation. One or two 
wires a month, on average. Maximum of five stocks carried. $1,000 


OPPORTUNITIES eapital sufficient to buy 10 shares of all advices. 

oO TRADING Active Common Stocks for Short Term Profit. One or two wires 
. iy a month, on average. Maximum of five stocks carried. $2,000 capi- 

ADVICES tal sufficient to buy 10 shares of all recommendations. 
O BARGAIN Dividend-paying Common Stocks for Profit and Income. One or 
- two wires a month, on average. Maximum of five stocks carried. 

INDICATOR $2,000 capital sufficient to buy 10 shares of all advices. 
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Underwood Sumdsteamd 


WDING-HGURING WACHINE 


AN INVITATION TO 
TRY THIS MACHINE 
ON YOUR OWN 
WORK! 





WILL YOU try the new Underwood 
Sundstrand Adding-Figuring Machine 


in your office without any obligation to buy it? We want you to know how 


this simple ten-key machine. . . 
your work and cut figuring costs. 


THE NEW QUIETER STREAMLINED 
Underwood Sundstrand 
Adding-Figuring Machine 


that is so easy to operate... 


will speed up 


Why not telephone or write today? 


UNDERWOOD ELLIOTT FISHER COMPANY 


Ty; iters, Accounting Machines, Adding Ma- 
chines, Carbon Paper, Ribbons and other Supplies 


One Park Avenue, New York, N. Y. 
Sales and Service Everywhere 








Answers to Inquiries 





(Continued from page 112) 


manufacture of cast-iron pipe used 
largely in the construction of sewer- 
age-disposal systems and artificial 
gas and water mains. The chief con- 
suming outlet is in the latter field. 
Of lesser importance is the manu- 
facture of miscellaneous castings and 
equipment for the chemical, fertilizer 
and sugar industries. The status of 
Municipal.and Federal expenditures 
for Public projects and replacement 
work as well as activity in the resi- 
dential construction field are of 
prime importance to the trend of 
sales and earnings which however 
are given to rather wide cyclical 
swings. A strong financial condition 
has long been maintained. Capital- 
ization is simple in that the sole ob- 
ligation is the 695,923 common 
shares currently outstanding. 
Operations have been profitable 
in eight of the past ten years with 
results for 1939 having been equiv- 
alent to $3.69 per share as compared 
with $2.38 per share realized in 1938. 
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Results in the first half of this year 
declined rather sharply to $1.13 per 
share from $2.06 per share in the 
initial half of 1939. Currently, earn- 
ings are said to be running ahead of 
first half figures. Although Govern- 
ment appropriations for public works 
have fallen off, and appear likely to 
continue lower than those of the past 
several years, regular business is 
fairly good and may continue as 
such. Incoming business has been 
bolstered by orders for pipes neces- 
sary in the construction of Army 
training camps and industrial plants 
being built because of war and de- 
fense orders. Demand from this 
source may expand further over the 
period ahead. Ata later date, orders 
for shells may be received from the 
Government but as yet no contract 
of this nature has matured. To 
date, the National Defense Program 
has had only moderate beneficial 
effects on profits. Prices remain 
steady and profit margins are not 
expected to change much over com- 
ing months. In spite of sharply in- 
creased taxes, full year net income 
should comfortably cover the reg- 
ular $2.00 annual dividend rate 
which is currently regarded as se- 











cure. Whether or not an extra dis- 
tribution will be made prior to the 
year end cannot be determined at 
this writing. Affording a good yield 
and offering possibilities of longer 
term appreciation, we are advising 
continued retention of these shares. 


American Smelting & Refining Co. 


I appreciate the advice you have given 
me from time to time on my various holdings 
and now would like your counsel on 200 
share investment in American Smelting & 
Refining, common, which I bought at 52%. 
At its present price, does this stock amply 
discount earnings possibilities from acceler- 
ated industrial activity and armament de- 
mand in view of the loss of foreign markets 
and Mexican property restrictions? Are oper- 
ating costs higher now than they were at 
the beginning of the year? What about metal 
prices and profit margins?—A. G. G., Denver, 
Colo. 


American Smelting & Refining Co. 
is one of the ranking organizations 
engaged in the smelting and refining 
of non-ferrous metals largely for the 
account of others. In addition, the 
company owns or has an interest in 
mines, smelters and refineries in this 
country, Mexico, Canada, New- 
foundland, Peru, Bolivia, Nicaragua, 
Australia and Arabia but the major 
portion of the properties are in the 
United States. Varying from year 
to year, income from foreign sources 
in 1939 is said to have approximated 
20-25% of the total. The custom- 
ary strong financial position was in 
evidence at the last accounting. 
There being no funded indebtedness, 
the 2,191,669 shares of common 
stock now outstanding are preceded 
in the capital structure by only 500,- 
000 shares of $7 perferred stock. 

Consistently profitable operations 
have been reported in recent years 
with results for 1939 being equal to 
$4.36 per share in contrast to $3.24 
per share twelve months prior. The 
betterment continued in the six 
months ended June 30th last and net 
income rose to equal $2.12 per share 
from $1.68 per share in the like 
period of the year previous. Be- 
cause of the British blockade, diffi- 
culties have been incurred in 
selling foreign production as well as 
metals smelted in this country from 
foreign ores. Strictly domestic op- 
erations continue satisfactory with 
sales and earnings being aided by 
good levels of industrial activity and 
the stimulus of the National De- 
fense Program. Average metal 
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prices are somewhat above like 1939 
levels and with operating costs rela- 
tively well controlled, profit margins 
are said to be satisfactory. 

Regular dividend payments should 
continue and an extra distribution is 
possible prior to the year end so that 
the 1940 total is likely to closely ap- 
proximate the $3.00 per share dis- 
tributed in 1939. The shares would 
appear to possess a fairly good degree 
of speculative appeal at this time and 
in addition they afford a relatively 
good return. On this basis we are 
advising their continued retention. 





Standard Brands, Inc. 


I do not seem to be able to make up my 
mind about the 250 shares of Standard 
Brands (bought at 18%4) I now hold. I feel 
that I would do better by switching to a 
more direct beneficiary of U. S. defense 
spending. On the other hand, I wonder if 
Standard Brands should not respond equally 
as this spending finds its way into the con- 
sumers’ hands. Should I sit tight? What 
improvement has been shown in earnings to 
date? Are costs any higher? What are the 
prospects for this stock over the balance of 
1940?—E. S., Beverly Hills, Calif. 


Standard Brands, Inc., is one of 
the important units in the packaged 
food field. Its principal product is 
Fleischman’s Yeast which accounts 
for about 60% of the total domestic 
output. The company is also an 
important processor and distributor 
of vinegar, Chase & Sanborn’s cof- 
fee and tea, Royal Baking Powder 
and desserts as well as Fleischman’s 
Gin, Black & White whiskey and 
Pilgrim Rum. Distribution is rather 
wide, being effected through about 
60,000 bakeries, hotels and restau- 
rants and also through something 
more than 300,000 retail groceries in 
the United States. Foreign business 
accounts for only about 10% of 
total volume, about half of which is 
Canadian. The company has main- 
tained a strong financial position, the 
balance sheet at the 1939 year end 
disclosing cash alone of more than 
three times total current liabilities 
and working capital was in the 
amount of $42,372,255. Capitaliza- 
tion is comprised of 200,000 shares 
of $4.50 cumulative preferred, fol- 
lowed by 12,648,108 shares of com- 
mon stock. 

In the first half of 1940, the com- 
pany reported a profit of 34 cents 
per share on the common stock as 
compared with 25 cents per share 
earned in the first half of 1939. Total 
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New Issue 





This announcement is under no circumstances to be construed as an offer of these securities 

Jor sale or asa solicitation of an offer to buy any of such securities. The offering is made 

only by the offering prospectus which, however, does nol constitute an offer by any underwriter 

to sell these securities in any stale to any person to whom it is unlawful for such 
underwriter to make such offer in such state. 


$29,000,000 
Columbus and Southern Ohio Electric Company 
First Mortgage Bonds, 314% Series due 1970 


Price 107% 


plus accrued interest from September 1, 1940, to the date of delivery 


Copies of the offering prospectus may be obtained from the undersigned 
(one of the underwriters named in such prospectus) only by persons to 
whom the undersigned may legally offer these securities under applicable 


securities laws. 


Dillon, Read & Co. 


October 22, 1940 











sales were at improved levels and 
were sufficient to offset higher costs 
and taxes. New lines recently added 
have interesting longer term profit 
potentialities and sales of the older 
lines should be well maintained over 
coming months in view of better 
levels of consumer purchasing 
power. It is expected that earnings 
for the latter half of 1940 will be 
about equal to those of the first half 
and it is possible that the long term 
downward trend in earnings has 
been reversed. For the time being, 
dividends at the current rate of 10 
cents per share quarterly are ex- 
pected to continue. The stock re- 
turns a reasonable yield at current 
levels and is principally attractive 
for the ncome which it affords. 





Electric Boat 





(Continued from page 95) 


There is no doubt that taxes will 
take an increasing toll of earnings, 
although with new facilities and 
larger invested capital the amount 
coming down to the common stock 
will be increasingly satisfactory. 
Dividends have been maintained 
since 1936 when 0.60 cents a share 
was paid and this rate was held until 
last year. This year the company 
has paid 40 cents a share and it is 
possible that this indicated 80-cent 
annual rate will be increased to $1 
or more, perhaps with the next pay- 





ment which is due in December. 

As a specialty the stock has been 
quite volatile in the past, a charac- 
teristic which it is not likely to lose 


at an early date. The shares are 
currently selling about mid-way be- 
tween their year’s high and low but 
from what can now be ascertained 
it is not likely that they will again 
test their low point of 1014 this year 
unless something more calamitous 
develops in the world situation. 





What the Coming European 
Inflation Means to Us 





(Continued from page 84) 


drawn as to the influence of all these 
developments upon American busi- 
ness, which during the last three 
years of peace on the Continent sold 
about $750,000,000 worth of goods 
annually? If the Nazis win the war 
and retain control of the Continent, 
they will undoubtedly place trade 
with us on a bilateral basis. The 
Continental exchanges will remain 
internal currencies and it won't mat- 
ter much to us what value the Hun- 
garian pengo or Dutch guilder will 
have in relation to the reichsmark. 

If the Nazis lose and the entire 
system they are building, collapses, 
the various controls that at present 
keep inflationary forces in check will 
undoubtedly break down too. In 
such case, the collapse of most of 
the Continental currencies will be 
inevitable. How the currency reor- 
ganization will be worked out and 
what part the gold stocks of Euro- 
pean nations now impounded in this 
country will play, it is still impos- 
sible to foresee. At any rate, the 
Continental countries will probably 
be forced by circumstances to resort 
to barter, clearing arrangements and 
general control of foreign trade. 
Since less international lending may 
be expected than after the First 
World War, the reconstruction of 
the Continent will undoubtedly be 
slower. 

Whether the Nazis win or not, the 
disorganization will be so great, and 
the Continent so impoverished, that 
our sales will hardly reach the pro- 
portions of the 1936-38 period. Only 
it is certain that the political, social 
and economic status quo of 1938 will 
never be restored. 








Homestake Mining 





(Continued from page 99) 


modest amounts for employee wel- 
fare, insurance, salaries, legal ex- 
penses and miscellaneous outlays 
which brought the total outlay—ex- 
cluding taxes—up to $6,108,569 be- 
fore depreciation and allowance for 
the decreased value of the mine due 
to the year’s recovery of gold. Only 
$2,989,717 was set by to idemnify 
stockholders for gold extracted and 
$792,257 was deducted as unit de- 
preciation and depletion. Other in- 
terests such as the company’s coal 
and lumber interest as well as in- 
come from rents and indebtedness 
of others brought total income up to 
$20,126,753. Deducting all of the 
expenses set forth above left a profit 
of $10,236,209 of which government, 
local and national, took $3,132,512 
in the form of taxes and left the 
stockholders $7,103,697 for risking 
their capital. Last year the man- 
agement estimated that taxes 
amounted to $2.24 a ton of ore mined 
but with the imposition of tiew cor- 
porate taxes the burden will become 
substantailly heavier and will un- 
doubtedly increase before it declines. 
The taxation problem is most real to 
miners such as Homestake for the 
burden can conceivably grow so 
heavy that much of the marginal ore 
will become worthless as being too 
costly to exploit and thus sharply 
reduce the estimated useful life of 
the property. 

The incentive of higher selling 
prices has permitted the mining of 
much normally subnormal ore with 
the result that gold production has 
reached new high levels as have 
gross revenues. Despite the fact 
that all expenses have risen, net in- 
come has been fairly steady at an 
average of $3.60 a share for the past 
four years. Last year the company 
earned $3.54 a share but, as we have 
seen earlier, this year’s production 
of gold is likely to be somewhat 
lower than in 1939 and so are earn- 
ings. Since it is not likely that any 
less ore will be mined this year than 
a year ago—although the gold con- 
tent will be lower—operating ex- 
penses will remain approximately 
unchanged although taxes will prob- 
ably take an increasingly large share 


of the gross. Half year 1940 earn- 
ings of $1.80 a share as compared 
with $2.11 a share for the same pe- 
riod of 1939 indicate that this may 
be the case. What the company will 
do next year depends completely 
upon the type of ore worked and 
what operating costs may be dur- 
ing that time. The political angle 
does not enter into the situation for 
whatever political party may be in 
power after November 5, the pur- 
chasing policy of the Treasury will 
not be changed—at least to the 
point where less than $35 an ounce 
will be paid for gold. 

Conditions throughout the world 
being what they are today makes 
any attempt to predict the longer 
term future foolhardy. If an in- 
vestor believes that the present ris- 
ing phase of the cycle will terminate 
within the next year or so and the 
usual deflationary cycle will set in, 
then the shares of Homestake Min- 
ing are attractively priced for long 
term holding although the income 
obtained from their ownership will 
probably be of less importance as 
the movement progresses to_ its 
peak. On the other hand, if more 
immediate capital appreciation is 
the goal sought then investments in 
more dynamic—even if less roman- 
tic—fields of endeavor will probably 
be productive of more investment 
satisfaction. 





American Rolling Mill 





(Continued from page 91) 


payment may be deferred until after 
the turn of the year. What the first 
payment may be depends solely 
upon earnings for in times of good 
earnings the directors have been 
fairly liberal with the stockholders 
although when conditions are doubt- 
ful the management has usually fol- 
lowed a policy of cash conservation 
at the expense of stockholders’ re- 
turns. 

The company has maintained a 
good financial position in recent 
years although there is apparent a 
continued need of additional work- 
ing capital to finance improvements 
and to consolidate various obliga- 
tions. In 1937 450,000 shares of 
preferred stock were sold to retire 
an issue of 6 per cent preferred 
stock amounting to $1,931,000, a 


116 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 

















a 





rm- 


De- 
ay 
vill 
ely 
nd 
ur- 
gle 
for 

in 
ur- 
rill 
he 


‘ld 





Too Much Power: To those who complain that Mr. Roosevelt possesses 
powers greater than those accorded to any other President. we must face the fact 
that Mr. Willkie will inherit these powers. Is there any likelihood that he will 
ask Congress to abrogate or curtail them if he is elected? 

The Third Term Issue: Much has been said about the failure of the President to state his posi- 
tion on the third term issue prior to his nomination. And yet, it must be clear that to do so would have tied his 
hands and nullified the efforts of the State Department to protect the interests of this country in its foreign 
relations not only in Europe and Asia—but in this hemisphere. (There is no doubt that the accomplishments 
of Secretary Hull in South America represent outstanding achievements in the annals of the history of this 
country.) 


CHARLES BENEDICT 
(Continued from page 75) 


I believe many will agree with me that the President has shown tremendous courage in the stand 
he has taken on the various issues. In my opinion, he has measured up to what we require of the head of this 
country today: 

(1) In appointing two Republicans—Stimson and Knox—to his Cabinet, he risked the aliena- 
tion of important members of his own party. His selection of these two men was plainly on the basis of their 
experience, training and qualifications. 








(2) He risked public condemnation in giving aid to England in her critical hour by sending 
the destroyers in return for bases that we so vitally needed in our own defense. 

(3) In calling for conscription at this time he risked repudiation by the women of the coun- 
try—attacks by important isolationists—influential propaganda groups and their followers, al] in all represent- 
ing a great mass of votes, yet he took that risk. 

It is evident, therefore, that President Roosevelt is a man who can be depended upon to act in 
the interests of his country regardless of personal hazard. 

To sum up, the gravity of the world situation calls for strong and courageous leadership of 


a known quantity in both domestic and foreign affairs. 


It is my sincere and honest belief that at this time 


you cannot improve on the combination of President Roosevelt and Secretary Hull. 

No one will deny Mr. Roosevelt is far from perfect—but let us remember that no man is a 
god; that we must expect both great strength and great weaknesses in great leaders. 

Lincoln was just as much berated in his lifetime as he is hallowed today. Theodore Roosevelt, 
quoted as a venerated leader by Wendell Willkie, was excoriated by business during his lifetime. 

It is my personal belief that history will say it was Franklin D. Roosevelt who saved the capi- 
talistic system by adjustment rather than by revolution. 

After thirty years of many and broad experiences in life—in business—and in foreign affairs, I 
have learned there is only one way to solve your problem, and that is, to approach it with sincerity and with- 
out fear—then you see the situation in balance. 

I have done this in making up my mind about the Presidency, and that is why, as a Republican, 
I am going to vote for Franklin Delano Roosevelt. 


Sincerely Yours, 





debenture issue of $21,643,000 and 
to settle bank loans. The balance 
was used to increase working capi- 
tal. The latest bond issue which 
has previously been commented on 
was also devoted to improving 
working capital position after the 
elimination of a relatively small but 
higher couponed issue of bonds. 
Nevertheless, at the year end of 
1939, current assets of $52,113,070 
were well in excess of then current 
liabilities of $12,899,053 although 
net current assets—or working capi- 
tal—of $39,214,017 was about $2,- 
000,000 lower than the year before 
due to a corresponding increase in 
notes payable which amounted to 
$3,572,430 at the beginning of this 
vear. 
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With inventories up nearly $5,- 
000,000 from a year before it was 
not surprising that bank loans were 
higher and that cash of $5,529,042 
was lower than at the close of 1938 
by more than $3,500,000. Neverthe- 
less, inventories were not excessive 
in view of net sales of $95,351,230 
for the year and on the basis of 
present indicated business could be 
expanded considerably without giv- 
ing any real cause for concern. 

It has previously been indicated 
that ownership of the basic patents 
upon continuous rolling devices is 
a potential source of satisfactory ad- 
ditional income although this in- 
come is best when the company’s 
own business is running at high 
levels. For the past several years 


income derived from such royalties 
has not been segregated from that 
derived from joint ventures but last 
vear both of these items amounted 
to $1,756,210 or better than $0.60 a 
share of common stock additional 
income. Light steel demand reached 
its peak in the last few months of 
the year so it is logical to suppose 
that the largest part of this addi- 
tional income accrued from activities 
during that period. Operations this 
year to date have averaged approx- 
imately the same as in the last quar- 
ter of 1939 so that it is quite pos- 
sible that extra income from owner: 
ship of these patent rights may well 
exceed that of a year ago by a sub- 
stantial margin. While not all of 
this added increment would come 
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down to net income available for 
the common stock it would, how- 
ever, constitute a sizable addition to 
common share earnings and thus be- 
comes an important item in evalu- 
ating the nearer term prospects of 
the company and the common stock. 

In the more recent past the stock 
has not participated in investor en- 
thusiasm for the steel shares to the 
same extent as those companies 
whose products are more diversified 
and whose facilities are more com- 
pletely integrated. The preference 
has been for steel shares represent- 
ing more heavy capacity and there- 
fore the ability to participate in the 
wide cyclical fluctuations of capital 
goods industries. Now, with the 
prospect that the light steel mak- 
ers will find their products in just 
as good demand as the more durable 
heavy steels it may be that Ameri- 
can Rolling Mill common stock will 
more closely follow the moves of the 
larger steel companies’ shares. 

The prospects for better investor 
regard for the shares are improved 
by the fact that there are no longer 
any unpaid preferred dividends 
which have restricted payment of 
common stock dividends and more- 
over, earnings for the next year at 
least may be expected to remain at 
high levels despite the undoubted 
effect of higher tax imposts. Based 
upon invested capital, the com- 
pany’s earnings will not be as heav- 
ily affected by excess profits taxes 
as might be expected in view of the 
anticipated increase in earnings to 
accrue from both better company 
business and higher royalty income. 

At any event the stock, selling 
but moderately above the lows for 
the year despite the much improved 
prospects for dividends and earn- 
ings, offers undeniable attraction 
for both income and possible capital 
appreciation over the longer term. 





Happening in Washington 





(Continued from page 101) 


in this group, to get the remaining 
16 votes to make a majority Roose- 
velt must carry at least one of the 
big mid-western states where he 
seems to be weakest, or four or five 
Mountain states, or the rest of New 


England and Delaware. 

If you are pretty sure Roosevelt 
will win you can easily put down 
200 or more votes from “certain” 
states and enough more from “prob- 
able” states to total 266 or more, 
but if you admit Willkie still has a 
chance in any of the states where 
your favorite poll shows he has 45 
per cent or more of the votes, then 
some of the “probable” states be- 
long in the “doubtful” column. 

Or, if you are trying to rational- 
ize your hunch that Willkie will 
win, you work from the other side 
of the board. You have no large 
block of “certain” states to start 
out with, but the polls and the 
dopesters give your man an even 
chance or slightly better in several 
states with large electoral votes. 
You claim Maine and Vermont, of 
course, for 8 votes, and the wheat 
belt, North Dakota, South Dakota, 
Nebraska and Kansas, a total of 28 
votes in all. Then you check the 
latest reports and take the benefit 
of the doubt and claim the entire 
Middle West as follows: Minne- 
sota 11, Wisconsin 12, Iowa 11, IIli- 
nois 29, Indiana 14, Michigan 19, 
and Ohio 26, and this block of 122 
votes plus your initial 28 gives 150 
votes and brings you to the even 
more doubtful Atlantic region. Here 
you have New York 47, Pennsyl- 
vania 36, New Jersey 16, Massachu- 
setts 17, Connecticut 8, New Hamp- 
shire 4, Rhode Island 4, and Dela- 
ware 3, or a total of 92 votes. If 
Willkie wins all of these he gets 242 
votes, or 24 short of a majority, and 
must still carry some border or 
Western states to squeeze through 
—say Missouri 15 and Colorado 6 
plus one other state (none has less 
than 3 votes). If you have to put 
too many question-marks after some 
of the states in this list, then you 
must add some other Western or 
border states to give Willkie a 
chance. Or if you like to think 
Willkie will sweep the entire West, 
you can figure out how it is possi- 
ble for him to win without Pennsy]l- 
vania, or Illinois, or even without 
New York. 

You can play this game of map- 
ping the electoral votes right up to 
election day by watching the trends 
closely and remembering that a shift 
of a small percentage of voters in 
the pivotal states will throw a whole 
block of electoral votes. 

When you get through you will 





find, at least most of the dopesters 
find, that Roosevelt needs to carry 
only a few of the “doubtful” states 
to win a majority of the electoral 
college and if he carries many of 
them he will have a landslide, while 
Willkie must carry practically all 
of them to nose out. Then you 
make your own guess as to Willkie’s 
chances of doing it, and if you are 
wrong you'll have plenty of com- 


pany. 





Another Look at the Liquor 
Stocks 





(Continued from page 93) 


from legitimate sources is_ that 
the liquor industry goes illegal and 
the state experiences a practical 
demonstration of the law of dimin- 
ishing returns. In other words, 
high legitimate prices for liquor 
revives interest in the bootleg 
industry which has only been dor- 
mant as long as legal supplies are 
available at reasonable prices. 

The relatively high average an- 
nual earnings of the distillers for the 
past four years will make this year’s 
earnings more or less immune to the 
new excess profits taxes although 
they will still be subject to the in- 
creased corporation tax. A fairly 
good first half year should in a 
measure offset some of the expected 
poorer business for the last half and 
particularly the last quarter of 1940. 
Next year, with the full effect of 
higher excise taxes and corporate 
taxes combined, the probability is 
that distillers’ profit margins will of 
necessity be further reduced to main- 
tain economic volume of sales. Earn- 
ings prospects are less attractive. 

The stock market is keenly aware 
of the potential developments in the 
liquor industry so that despite the 
fact that the currently liberal divi- 
dends received are in no immediate 
danger of reduction, market prices 
place a very poor valuation upon 
the situation. With the outlook for 
somewhat poorer rather than better 
earnings to come there appears to be 
no reason to regard the liquor shares 
in any different light than that of 
the present day market. Summar- 
ized, the liquor shares are unaltrac- 
tive for appreciation or assured long 
term income. 
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The Coming Boom in 
Transportation 





(Continued from page 89) 


ings, the large leverage factor in- 
herent in the industry being in 
some measure offset by the possibil- 
ity of a more than ordinary rise in 
operating costs. However, the posi- 
tion of high grade stocks and bonds 
seems likely to be measurably im- 
proved, while that of speculative 
securities — those of marginal sys- 
tems — should be even further en- 
hanced. Second grade fixed obliga- 
tions, whose coverage (which may 
propertly be computed before excess 
profits taxes) would not be impaired 
by the profit levy, offer a number 
of attractive speculations. Common 
stocks, of the industrial roads partic- 
ularly, have more to gain if all goes 
favorably in the transportation field. 

From an investment standpoint, 
truck lines and inland waterways are 
of less interest. Their securities are 
not widely held by the public and 
are not extensively traded in the 
larger markets. The same is true, 
though in lesser degree, of coastwise 
and intercoastal shipping concerns. 
And of those having securities avail- 
able for purchase through the usual 
investment channels, probably only 
American-Hawaiian Steamship war- 
rants consideration. 

Among the best investment pros- 
pects, for long range appreciation if 
not for current income, are those of 
the air lines. American and Eastern 
still appear to be basically the best 
situated though these companies are 
also the closest to the point where 
the excess profits tax will begin to 
bite into earnings gains. United 
seems to hold promise for stock- 
holders, but TWA continues to drag 
along behind the others. Among the 
smaller lines, with the possible ex- 
ception of Pennsylvania Central, in- 
dividual prospects are less clear cut 
and it is not unlikely that securities 
of these concerns will derive their 
greatest ultimate value from con- 
solidation with some of the larger 
systems. 

It may very well turn out that in 
some instances the most satisfactory 
way of profiting by the transporta- 
tion boom will be through suppliers 
of equipment rather than through 
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arket Near Election Move 


» As the initial impetus of the Presidential Election de- 
velops, you will want to know the probable direction of 
the next important market move. We feel that The 
Weekly Trend Letter can counsel you advantageously 
now ... and over the vital months ahead. 
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Right .. . Five Times Out of Six 
will note from the above chart how accurately WEEKLY TREND LETTER 








The Complete Service 
The Trend Letter Will Bring 


You Every Week... 234 points out of a precipitous 35 point collapse. Net 
1, The Magwall Trend In- gain 2734 points in the averages while the market 
* dicator .. . graphically 
shows market’s relation declined. 


Right five times making available 30!/y points gain in 
the averages. Wrong only once with the loss held to 
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the carriers themselves. This cer- 
tainly does not hold in the case of 
aviation where the transport com- 
panies are in a much more favorable 
tax position than the plane manu- 
facturers and also face a less difficult 
period of readjustment once the de- 
fense emergency is past. It is true, 
though, in the trucking field where 
the securities of truck makers pro- 
vide about the only means of partic- 
ipating in expansion of traffic. 

As for shipbuilding, investment op- 
portunities here are probably greater 
than in shipping itself, especially 
since Navy building enters into the 
marine construction picture. Even 
so, however, the field is comparative- 
ly limited. A considerably broader 
choice is to be had in railroad equip- 
ment which is almost certain to be a 
center of activity in coming months. 
Besides rolling stock and other ma- 
terials for the railroads, the rail 
equipment makers are participating 
to an important degree in the man- 
ufacture of armaments, American 
Car & Foundry’s production of Army 
tanks being the most notable case in 
point. Some of these concerns—those 
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Date 
12/11 
12/26 
11/20 
12/2 
11/27 
11/26 
12/2 
11/25 
11/18 
12/10 
12/17 
11/13 
12/26 
11/15 
*11/6 
11/18 
11/4 
11/27 
11/19 
11/19 
12/5 
11/20 
11/25 
11/21 
11:00 11/27 
2:00 11/14 


Company 
Air Reduction Co 
Alaska Juneau Gold Mining Co 
American Sugar Refining Co., Pfd..... 
Benef. Indust. Loan Corp. Com. & Pfd. . 


Celanese Corp. of Am. Com. & Pr. Pfd. 
Consol. Edison Co. (N. Y.) Pr. Pfd.... 
Cutler Hammer, Inc. 

Detroit Edison Co 

Doehler Die Casting 

Eastman Kodak Co. Com. & Pfd....... 
Electric Bond & Share Co. Pfd........ 
Gamewell Co. Com. & Pfd........... 
Homestake Mining Co.............. 
Humble Oil & Refining Co 
International Nickle Co. 
International Salt Co................. 
Kennecott Copper Co P 
Kimberly-Clark Corp. Com. & Pfd..... 
Liquid Carbonic Corp 

Mapes Copper Ge...... 2. 5....6006- 
Myers (F. E.) & Bro. Co 

National Dairy Prod. Com. & Pfd 


3:00 11/19 
12:00 11/20 
—— 12/4 
11/21 
*11/26 
11/14 
11/21 


Texas Corp 10:00 
Underwood Elliott Fisher 9:45 
Union Pacific R. R.................. 11:00 
Woolworth (F. W.) Co............... 10:00 1/8 


All ti are stock unless other- 
wise noted. * Approximately. 








with huge plant investments relative 
to recent profits—will be almost as 
well off with respect to the excess 
profits tax as the rails themselves. 
But whether the investor turns to 
the carrier field directly or to the 
equipment group, if he exercises a 
reasonable degree of care in the mat- 
ter of selection his venture will have 
in its favor a strong trend. It is not 
suggested, of course, that the trans- 
portation shares are going to leave 
the rest of the market far behind. 
They should, however, share fully in 
the business expansion of the coming 
year and, to the extent that the mar- 
ket as a whole is able to reflect this 
expansion (and more so in some in- 
stances) , they should also reflect it. 
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ceed among hard-headed citizens in 
this country. 

The Nazis have left a trail of 
broken agreements everywhere and 
those who succumb will fare no bet- 
ter than King Carol, the latest ex- 
ample—who was permitted to get 
away with his life, with Madam 
Lupescu, and with enough property; 
but who has just been arrested with 
his friend for extradition to Ru- 
mania where incarceration, a death 
sentence or assassination face them. 


Facts Against Bluff 


The Nazi bluffkrieg has been ex- 
posing itself with great frequency in 
recent months. Since my article on 
August 10 showing up the fallacy 
of Herr Funk’s threat against our 
gold, the Nazis have come out with 
economic plans definitely based on 
gold (if they can get hold of it). 

In the issue of September 21st I 
discussed Germany’s weakening ex- 
port trade position resulting from 
the blockade and the disorganiza- 
tion of economic machinery in all 
the various European countries as 
a result of her conquests—and the 
desperation brought on by stopping 
of Nazi exports. 

The latest news from South Amer- 
ica calls attention to the Nazi failure 
to deliver goods on October Ist un- 
der the widely advertised contracts 
made last spring in which they 
agreed to post cash guarantees 
equal to the amount of each order, 


collectible if the merchandise from 
Germany failed to arrive on the | 
date specified. And now it appears 
that the contracts were so cleverly | 
worded as to make it possible to 
avoid payment! 

Hitler’s demands on Jugoslavia 
for huge quantities of steel would | 
seem to show that the Royal Air 
Force has wrought serious havoe, 
Italian food is dwindling so they are | 
no longer able to feed the Albanians 
in exchange for oil—which they are 
now commandeering outright. 

Nazi censorship withholds the 
truth. And the urgency of the 
press, forced to print something 
every day, unfortunately produces 
a great deal of conjecture, frequently 
unintentionally misleading. 

Thus, I doubt very much whether 
there is any possibility of a military 
deal between Hitler, Franco and 
Laval, since it would not be advan- 
tageous to the Nazis. At the pres- 
ent time French and Spanish ships 
are able to take supplies and troops 
to Africa. This would become diffi- | 
cult if they entered the Axis mili- 
tary bloc. . 

Besides, Spain has not yet begun | 
to recover from the devastating war | 
that swept her country, and the 
English air attacks would further 
destroy her usefulness to Hitler. 

The same thing is true of France 
which is so badly disorganized that 
the people are barely on a subsist- 
ence level—with industry at a stand- 
still. Under these circumstances, the 
English are bound to bombard be-| 
loved Paris and increase the difficul- 
ties for France. 

For the above reasons, therefore, 
it is my belief that the Hitler con- 
versations have resolved themselves 
mainly around an economic and fi- 
nancial union in accordance with the 
Nazi plan of reorganization to set 
up a make-believe United States of 
Europe at this time. 

The English are countering with 
a diplomatic offensive in the Medi 
lerranean which seems to be mak- 
ing considerable progress in Turkey) 
and among the Moslem people gen- 
erally. At the same time De 
Gaulle’s plan of Free France seems) 
to be taking hold in the French 
colonies. 

As events are shaping up, in view 
of the above, we can expect Hitler 
will deliver himself of a mouse and 
Goebbels will glorify it into a moun 
tain. 
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